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CHAPTER 948

An act to add Chapter 4.5 (commencing with Section 18800) to
Part 11 of, and to repeal Chapter 4 (commencing with Section 18700)
of Part 11 of, the Education Code, relating to libraries, and making
an appropriation therefor.

[Approved by Governor September 28, 1998. Filed with
Secretary of State September 29, 1998.]

The people of the State of California do enact as follows:

SECTION 1. Chapter 4.5 (commencing with Section 18800) is
added to Part 11 of the Education Code, to read:

CHAPTER 4.5. LIBRARY OF CALIFORNIA ACT
Article 1. General Provisions

18800. This chapter shall be known as the Library of California
Act.

18801. (a) The Legislature finds all of the following:

(1) Our economy is information based. Because libraries are
information providers, they have a primary responsibility for the
collection, organization, and dissemination of information
supporting the economic development of California.

(2) Resource sharing, cooperation, and collaboration among all
California libraries of all types creates a whole that is greater than the
sum of its parts. Each library can serve as a gateway to the resources
and services of every other California library.

(3) The state’s economic and democratic vitality depends upon
the education of all Californians and their equitable access to
information in an effective, timely fashion. Public and private
partnerships enhance information access and delivery.

(4) Access to information is increasingly technology based.
Technology is vital to the libraries serving Californians. The sharing
of resources and services among libraries is most cost-effective when
appropriate technology is utilized effectively.

(5) Our multicultural and complex society creates needs for
materials, information, and services that go beyond the ability of any
one library or any one type of library to provide.

(6) The academic library is a  primary source  of
curriculum-related educational and research information for higher
education.

(7) The public library is a primary source of information,
enrichment, and lifelong learning for persons of any age, location, or
economic circumstance.
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(8) The school library is a primary source of curriculum-related
resources and instructional reading materials in elementary and
secondary schools.

(9) The special library is a primary source of information and
research resources related to its specific mission or the purpose of its
parent organization which may be a corporation, hospital, legal
organization or other institution.

(10) No single library is able to meet all the diverse needs of all of
its  primary clientele, including people with disabilities,
non-English-speaking and limited-English-speaking persons, those
who are confined to home or an institution, those who are
geographically  isolated, and those who are economically
disadvantaged. Highly specialized information needs often surpass
the resources of any single library in the state.

(11) The effective sharing of resources and services among the
libraries of California requires a structure and an ongoing
commitment by the state to compensate libraries for services
provided to Californians other than their primary clientele.

(b) The Legislature therefore finds and declares the following:

(1) It is in the interest of the people of the state to ensure that all
Californians have free and convenient access to all library resources
and services that could provide essential information and enrich their
lives.

(2) To respond fully and successfully to these information needs
and to the diversity of California’s population, libraries of all types
and in all parts of the state must be enabled to interact, cooperate,
and share resources.

(c) (1) It is the intent of the Legislature to provide all
Californians with the opportunity to obtain from a local library all
their needed materials and informational services by facilitating, and
supporting through that library, access to the resources of all libraries
in the state.

(2) It is the intent of the Legislature to accomplish this goal by
enabling libraries of all types and in all parts of the state to provide
their users with the services and resources of all libraries in this state,
and by assisting libraries to provide and improve service to the
underserved.

18802. In adopting this chapter, the Legislature declares that its
policy is as follows:

(a) To reaffirm the principle of local control of the government
or administration, or both, of libraries and to affirm that the
provisions of this chapter apply only to libraries authorized by their
jurisdictions or institutions to apply to participate in the programs
authorized by this chapter.

(b) To enable the users of all libraries, regardless of the library
type, size, or geographic location, to benefit from some or all of the
services authorized by this chapter.
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(c) To require that no library, as a condition for receiving funds
or services under this chapter, acquire, provide access to, or exclude
any specific book, periodical, film, recording, data base, picture, or
other material or medium, or acquire, provide access to, or exclude
any classification of books or other material by author, subject matter,
or type.

(d) To encourage adequate funding of libraries from local or other
sources, with state aid under this program to be furnished as a
supplement to, rather than a replacement for, other funds.

(e) To ensure that the necessary technological infrastructure is
provided.

(f) To ensure library service to the underserved of all ages.

(g) To encourage and enable the sharing of resources among
libraries of all types.

(h) To reimburse equitably any participating library for services
it provides to Californians other than its primary clientele.

(i) To assure that no existing library service programs, funded at
the local or state level, are diminished as a result of the resource
sharing authorized by this chapter.

Article 2. Definitions

18810. As wused in this chapter, unless the context otherwise
indicates or unless specific exception is made, the following
definitions apply:

(a) “Academic library” means a library established and
maintained by a college or wuniversity or other postsecondary
institution to meet the educational needs of its students, faculty, staff,
and others by agreement.

(b) “Act” means the Library of California Act.

(c) “Direct loan” means the lending of a book or other item, or
furnishing a copy directly to a borrower, in person or through
electronic means.

(d) “Document delivery” means the transmission, in response to
a request, of information from one library to another, in either a
physical or digital format.

(e) “Electronic direct access” means the provision of electronic
borrowing, or electronic document delivery services directly to
library users, or both.

(f) “Information agencies” means institutions that provide or
preserve, or both, information resources, such as archives, historical
societies, libraries, and museums.

(g) “Institution” means a business or corporation, college,
correctional facility, education agency, governmental agency,
hospital, not-for-profit organization, professional association, school
district, or other organized group that is authorized by law and that
operates one or more libraries. These libraries would be academic,
school, or special libraries located in California. For the purposes of
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this act, if an institution is a member of a regional library network and
a library of that institution decides to participate in a regional library
network and meets the eligibility standards, but is located within the
geographic boundaries of a network that is different from the
network within which the institution is located, that library shall be
a participating library in the regional network within which it is
located.

(h) “Interlibrary loan” means the lending or providing of a book
or other item, or furnishing a copy, from one library to another library
that is under a different jurisdictional or institutional administration
as the result of a request for the item from its primary clientele.

(i) “Interlibrary reference” means the providing of information
by one library or reference center to another library or reference
center that is under a different jurisdictional or institutional
administration as the result of a request from its primary clientele for
information that is beyond that library’s mission and resources.

(j) “Library user” means a Californian who is part of the primary
clientele of a library but does not work for that library.

(k) “Network region” means a geographic subdivision of
California within which libraries organize as a regional library
network under this act for the purpose of resource sharing and
mutual cooperation. Boundaries of network regions are determined
on the basis of the following criteria: public library jurisdictional
boundaries; commonality with boundaries of educational institutions;
recognition of  current transportation, marketing, and
communication patterns; location of and access to library resources;
adequacy of resources for resource sharing purposes; and population.

(I) “Participating library” means the libraries of a public library
jurisdiction that is a member of a regional library network or a library
of an institution that is a member of a regional library network if that
library decides to participate in a regional library network and meets
the eligibility standards set forth in Section 18830.

(m) “Patron referral” means the accepted procedure among
libraries by which onsite services are made available in an
appropriate format to people who would otherwise not be able to
utilize them.

(n) “Preservation” means the prevention or delay of
deterioration of, and damage to, archival and library materials
through the appropriate environmental controls or treatment, or
both. For the purposes of this chapter, preservation encompasses
conservation, digitization, and duplication of endangered materials
in a different format.

(o) “Primary clientele” means the people for whom the library
has been established to provide services. It includes people served by
different outlets of its jurisdiction or institution. A person may be a
member of the primary clientele of more than one type of library.
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(p) “Public library” means a library, or two or more libraries,
operated by a single public jurisdiction to meet the needs of its
primary clientele and others by agreement.

(q) “Public library jurisdiction” means a county, city and county,
city or any district that is authorized by law to provide public library
services and that operates a public library.

(r) “Regional library council” means the administrative body over
each regional library network, on which all members are
represented.

(s) “Regional library network” means a  not-for-profit,
cooperative organization established by the Library of California
Board composed of libraries within the public library jurisdictions or
institutions that choose to become members and agree to share
resources and services with, or to provide resources and services to,
or both, other members of the regional library network.

(t) “Resources” are library materials that include, but are not
limited to, print, nonprint materials and microformats; network
resources such as software, hardware, and equipment; electronic and
magnetic records; data bases; communication technology; facilities;
and human expertise.

(u) “School library” means a library that is established to support
the curriculum-related research and instructional reading needs of
pupils and teachers and provides the collections, related equipment,
and instructional services of a staff for an elementary or secondary
school.

(v) “Special library” means a library that is maintained by a
parent organization to serve a specialized clientele; or an
independent library that may provide specialized materials or
services, or both, in a specific subject to the public, a segment of the
public, or other libraries. It is maintained by an association, business
or corporation, government agency, research institution, learned
society, not-for-profit  organization,  professional  association,
museum, industrial enterprise, chamber of commerce, or other
organized group and is characterized by its depth of subject
coverage.

(w) “Statewide resource library group” means those libraries in
California that have the most comprehensive or specialized
resources, or both, in topics needed by people statewide or regionally
and that agree to provide access to their resources to all members of
all regional library networks.

(x) “State board” means the Library of California Board.

(y) “Type of library” means academic, public, school, or special
library.

(z) “Underserved” means any population segment with service
needs not adequately met by traditional library service patterns;
including, but not limited to: children, disabled, economically
displaced, ethnic and culturally diverse populations, geographically
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isolated, illiterate, institutionalized, non-English speaking, and young
adults.

Article 3.  Administration

18820. (a) There is hereby established in the state government
the Library of California Board. The state board shall consist of 13
members.

(b) It is the intent of the Legislature that members of the state
board be broadly representative of the people served by libraries
statewide and that members reflect the cultural traditions of
California’s people and the diverse geographic areas of the state.

(c) The Governor shall appoint nine members to the state board.
The Governor shall appoint two members to represent academic
libraries, two members to represent public libraries, two members to
represent school libraries, and two members to represent special
libraries. At the time of their appointment and throughout their
tenure, these eight members must work for, or be part of, or be
associated with, the governance structure of the type of library they
represent, and that library must be a member of a regional library
network. The Governor shall also appoint one member representing
the general public.

(d) The Senate Rules Committee shall appoint two members
representing the general public. The Speaker of the Assembly shall
also appoint two members representing the general public.

(e) The initial members of the state board shall be those persons
serving on the California Library Services Board at the time of the
enactment of this chapter. As new members are appointed, the
composition of the board shall reflect the provisions of this section.
The terms of office of members of the state board is four years or the
remainder of the term for a position filled after a vacancy. No
individual shall serve for more than two consecutive four-year terms.

(f) The concurrence of seven members of the state board is
necessary for the validity of any of its acts.

(g) Members of the state board shall serve without pay. They shall
receive their actual and necessary traveling expenses while
conducting official business.

18821. The state board shall adopt rules, regulations, and general
policies for the implementation of this chapter and, consistent with
this chapter, shall have the following powers and duties:

(a) To direct the State Librarian in the administration of this
chapter.

(b) To review for its approval all proposals submitted under this
chapter.

(c) To submit budget proposals as part of the annual budget of the
State Library.

(d) To expend the funds appropriated for the purpose of
implementing this chapter.
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(e) To establish regional library networks.

(f) To require participating libraries, member institutions, public
library jurisdictions, and regional library networks to prepare and
submit any reports and information necessary to carry out the
provisions of this chapter, and to prescribe the form and manner for
providing the reports and information.

(g) To develop formulas for the equitable allocation of
reimbursements.

(h) To administer an appeals process for membership eligibility
in a regional library network.

(i) To work with and support the work of the regional library
networks and the statewide resource libraries group.

(j) To administer the California Library Services Act, California
Literacy Campaign, and Families for Literacy program.

(k) To serve as the State Advisory Council on Libraries on matters
related to the federal Library Services and Technology Act.

18822. The State Librarian is the chief executive officer of the
state board for the purposes of this chapter and shall do all of the
following:

(a) Make reports and recommendations that may be required by
the state board.

(b) Administer and monitor the provisions of this chapter.

(c) Review all claims to ensure the programmatic and technical
compliance with the provisions of this chapter.

Article 4. Eligible Libraries

18830. (a) Libraries in public library jurisdictions that are
members of a regional library network and libraries in institutions
that are members of a regional library network are eligible to receive
services under this chapter and to become participating libraries.
The board of governance or the appropriate administrative authority
for each academic library, public library, school library, and special
library that decides to join a regional library network shall take
official action to approve network membership. That local governing
agency or appropriate administrative authority shall agree not to
reduce funding for library services as a result of network
participation. Each public library jurisdiction, school district,
university or college, and institution or corporation, or agency or
branch thereof, may become a member of a regional library network.
A public library jurisdiction not a member of the California Library
Service Act public library system on the effective date of this section,
and an institution, shall have at least one library that agrees to be a
participating library and meets the following eligibility standards:

(1) A written explicit mission statement and service objectives.

(2) A fixed location in California.

(3) Established hours of service.
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(4) An organized collection of information and materials
accessible for use by its primary clientele.

(5) Designated, onsite, paid staff for library services. At least one
staff person shall have a master’s degree in library or information
science or a California library media teacher credential issued by the
Commission on Teacher Credentialing, but equivalent graduate
education or demonstrated professional experience may be
substituted for this requirement. The eligibility determination will be
made by the regional library network.

(6) An established funding base.

(b) Participating libraries must agree to all of the following:

(1) To share resources and services with other members of the
regional library network.

(2) To provide resources and services for other members of the
regional library network.

(3) To meet the minimum resource-sharing performance
standards of the regional library network.

(c) Participating libraries may not obtain services provided under
this act on behalf of nonparticipating libraries. No membership fees
or service fees may be assessed for access to services delivered by
state funds under this chapter. Regional library networks may
provide their members with increased or enhanced services for a fee,
at the option of each member.

(d) Library jurisdictions that are members of the California
Library Services Act public library systems on the effective date of
this section are deemed to meet the eligibility standards in
subdivision (a), and shall not be required to certify that they meet
these eligibility standards.

18831. (a) Each participating library shall receive
state-supported services from a single regional library network.
Geographical boundaries determine which regional library network
a public library jurisdiction or institution, and its participating
libraries, may join; exceptions may be made by the state board.
Realignment of membership from one regional library network to
another is permissible. A public library jurisdiction or an institution
that is a member of a regional library network may also subscribe to
services offered by other regional library networks.

(b) Eligible libraries may receive state funds for services
delivered under this chapter.

Article 5. Regional Library Network Services

18840. To be eligible for funds under this article, a regional library
network shall submit a plan to the state board for its approval. The
plan shall include all of the following:

(a) An organizational structure.

(b) Bylaws.
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(c) Membership policies, assuring that all eligible libraries in
eligible public library jurisdictions and in eligible institutions in the
geographic region will be enabled to participate.

(d) A long-range plan, including the transition of services from the
California Library Services Act to the Library of California Act, the
criteria and functions for regional resource libraries, and the linkages
with information agencies in the region.

(e) The endorsement of the charter members. The charter
members shall include more than one type of library.

(f) Geographical contiguity.

18841. (a) Each regional library network shall establish a
regional library council. Every eligible public library jurisdiction is
designated as a member of the regional library network and its
library director or designee is its representative on the regional
network council. Every eligible institution of which one or more
libraries is a participating library, as described in Section 18830, is
designated as a member of the regional library network and shall
designate its representative on the regional network council from
among the directors of those participating libraries and its chief
library coordinator. In addition, the regional library council shall
include one library user from each type of member library. There
shall be one vote per person on the regional network council. Duties
of the regional network council include overall administrative
responsibility for the network, adopting an annual plan of service,
assuring the appropriate expenditure of funds, and submitting
annual budget proposals to the state board for implementation of the
provisions of this article.

(b) Each regional network council shall elect from its
membership a representative board to carry out its policies. The
board shall include at least one representative from each type of
library elected by representatives of that type of library and at least
one library user. There shall be one vote per person on the
representative board.

(c) Administration and management of the regional library
network shall provide the vision and leadership necessary to perform
the functions and deliver the services in a timely and satisfactory
manner.

18842. Each regional library network shall do all of the following:

(a) Make available a telecommunications system for the transfer
of information and communications among its members.

(b) Provide regional communications based upon the most
effective methods of exchanging information among its members.

(c) Provide intraregional delivery service based upon the most
cost-effective methods for moving materials among its members.

(d) Provide online access to the information files, resources, and
bibliographic records of its members which may be accessed
regionally and statewide.
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18843. Any eligible library or combination of eligible libraries
may receive funds from a regional library network for the provision
of public access to the range of library resources and services
available statewide through electronic online resources.

18844. Each eligible library may participate in one or more of the
access services components through its regional library network and
be reimbursed fully for its service to Californians who do not
constitute its primary clientele. Reimbursement rates shall be
equitable. The state board shall develop the reimbursement rate
formulas. All of the following are access services components:

(a) Interlibrary loan. Each eligible library shall be reimbursed
fully to cover the handling costs of each interlibrary loan among
members of the regional library networks. Participants shall provide,
as well as utilize, interlibrary loan services and may not charge
handling fees to other members.

(b) Patron referral and onsite services. Each eligible library shall
be reimbursed fully for services and resources that are provided to
Californians who would otherwise be ineligible for services from that
public library jurisdiction or that institution. These persons must be
referred by another member of a regional library network.
Information agencies that are not libraries may also participate in this
component and be reimbursed if they are the only source for the
information.

(c) Direct loan. Each eligible library may provide access to
Californians by providing direct borrowing privileges to the primary
clientele of other libraries. They shall be reimbursed fully for the
handling costs of all loans according to an allocation formula. Each
public library jurisdiction that is a member of a regional library
network shall provide direct borrowing privileges to all residents of
the area served by the regional library network.

(d) Electronic direct access. Each eligible library may provide
access to Californians by providing electronic borrowing privileges
or electronic document delivery privileges, or both, to the primary
clientele of other participating libraries. They shall be reimbursed
fully for the handling costs of each transaction. Members
participating in the electronic direct access component shall provide
and utilize electronic direct access services and may not charge
handling fees for this service to other members participating in this
program or to their primary clientele.

(e) Document delivery. Each eligible library shall be reimbursed
fully to cover the costs of document delivery resulting from an
interlibrary loan transaction and electronic loan transaction as
defined in this section.

18845. Each regional library network shall provide opportunities
for training and continuing education activities that encourage the
most effective use of the resources and services authorized under this
chapter, and that respond to the needs of its members in the effective
delivery of services.
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18846. (a) Each regional library network shall provide
information and referrals to answer requests that are beyond the
capacity or capability of its members by accessing the resources and
expertise of other libraries, improving general reference service in
participating libraries, and improving reference service to respond
to the needs of the underserved populations in the region.

(b) Any eligible library or combination of eligible libraries or
regional library network may receive funds from the state board for
information service enhancement within the service area.

18847. Each regional library network shall augment the public
awareness programs of its members by providing public relations
packages to them for customization and dissemination.

18848. Any combination of eligible libraries may receive funds
from the regional library network for cooperative, coordinated
resource development programs of benefit to the local service area
and to the region as a whole. Each library participating in this
program shall already be capable of meeting the basic, recurring
needs of its primary clientele through its locally supported collection.
Library resources purchased, in whole or in part, under this program
shall be widely accessible to Californians for the useful life of those
resources.

18849. Any regional library network may apply to the state board
for funds for services to the underserved programs on a region-wide
basis. Regional library networks may also apply for funds for other
region-wide programs, but these programs shall include a
component for serving the underserved on a region-wide basis.

Article 6. Statewide Services

18850. The state board shall make available all of the following:

(a) A telecommunications infrastructure to ensure that all
participating libraries have equitable access to the resources and
services of all other California libraries.

(b) A statewide communications system between and among
regional library networks, statewide resource libraries, information
agencies, and all other organizations or institutions participating in
the programs authorized by this chapter.

(c) A statewide delivery system between and among regional
library networks, statewide resource libraries, information agencies,
and all other organizations or institutions participating in the
programs authorized by this chapter.

18851. (a) The state board shall promote and support standard
bibliographic records and communication protocols in participating
libraries to ensure statewide access to their resources.

(b) The state board shall make available online access to
bibliographic records and locations of serial publications held by
participating libraries and statewide online access to library
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information files, resources, and bibliographic records statewide, as
facilitated by the regional library networks.

18852. (a) The state board shall make available a continuing
education clearinghouse related to library services and encourage
the coordination of activities among the continuing education
providers statewide.

(b) The state board shall provide for training and continuing
education opportunities that encourage the most effective use of the
resources and services authorized under this chapter.

18853. (a) The state board shall facilitate and support access to
specialized information expertise and resources statewide to answer
information requests generated by its primary clientele that are
beyond the capacity or capability of a member institution or public
library jurisdiction and its regional library network. The information
may be provided by libraries, information agencies, and other
regional library networks; and it shall be provided through electronic
or physical means. Provision shall be made for information formats
specially relevant to culturally diverse populations and persons with
disabilities.

(b) Any eligible library or combination of libraries or regional
library networks may receive funds from the state board for
information service enhancement within the service area.

18854. The state board shall expand public awareness of the value,
services, and resources of the participating library of whatever type,
emphasizing its ability to serve as a gateway to all other California
libraries.

18855. (a) The state board shall encourage, promote and support
cooperative, coordinated resource development among member
institutions and member public library jurisdictions.

(b) The state board shall make available a clearinghouse to
facilitate the voluntary transfer of a participating library’s resources
to another participating library in response to changes in that
library’s mission or location.

(c) Any combination of eligible libraries may receive funds from
the state board for cooperative, coordinated resource development
programs of benefit to people in their local area and in the state as
a whole. Each library participating in this program shall already be
capable of meeting the basic, recurring needs of its primary clientele
through its locally supported collection. Library resources
purchased, in whole or in part, under this program shall be widely
accessible to Californians for the useful life of those resources.

18856. (a) The state board shall make available a preservation
information center to provide preservation information, coordinate
preservation activities, and conduct preservation training for
participating libraries and information agencies statewide.

(b) Any eligible library or combination of eligible libraries may
receive funds from the state board for the preservation of, and
widespread access to, materials that document California’s heritage,
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enhance its educational opportunities and economic future, and
portray its cultural diversity. Materials in all formats may be
preserved.

18857. Any eligible library or combination of eligible libraries
may submit proposals to the state board for services to the
underserved programs within the service area. Funds may be
expended for the development of collections to meet the needs of the
underserved, together with the employment or retraining of staff
necessary to promote and utilize the collections effectively, and to
provide appropriate services to the underserved.

18858. Administration and management shall provide the vision
and leadership necessary to perform the functions and deliver the
services in a timely and satisfactory manner. Statewide coordination
includes linkages with national and international library networks
and participation in initiatives related to library services and
development that cross state and national boundaries.

18859. Major resource libraries statewide may participate in these
programs through the statewide resource libraries group, developing
protocols whereby their resources may be accessed appropriately by
people throughout California. Each library must be a member or a
participating library in a regional library network.

(a) Funds may be allocated to some or all libraries in this group
for services delivered and performed under this article.

(b) Collaborative and cooperative projects advancing library
services to the people of California may be undertaken and
supported by some or all members of this group.

Article 7. State Funding

18860. (a) Planning shall occur at the regional level for the
development of library service programs responsive to the needs of
people within each network region. Some or all of these service
programs may be supported by the state.

(b) It is the intent of the Legislature that the state do all of the
following:

(1) Reimburse all participating libraries for services provided to
Californians who do not constitute their primary clientele.

(2) Support the necessary infrastructure enabling the interlibrary
resource sharing to occur.

(3) Assure equitable access to the rich resources of its many
libraries to all Californians.

18861. Funds shall be allocated to member institutions and
member  public library  jurisdictions in  accordance  with
reimbursement formulas adopted by the state board and with criteria
adopted by the state board to carry out the provisions of this chapter.

18862. (a) During the first three years of operation, each
regional library network shall receive a basic funding allocation for
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service delivery as it establishes services and expands its
membership.

(b) After its three-year establishment period, each regional
library network shall receive an appropriation that contains a base
component that is a uniform statewide minimum allocation, a
component related to demographic variables including population,
geography, population demographics and cost of living, and a
component related to the amount of service delivered in the
preceding fiscal year.

18863. Funds appropriated for the support of statewide services
shall be allocated to those services in accordance with criteria
adopted by the state board to carry out the provisions of this chapter.

18864. There shall be a transition period from California Library
Services Act services and funding to the Library of California Act
services and funding.

18865. Funding provided under this chapter shall support the
costs of administering its provisions and delivering its services.

Article 8. Transition

18870. (a) The transition period from the California Library
Services Act to the Library of California Act shall begin on the
effective date of this chapter.

(b) As new program elements and state funds are phased in to
implement this chapter, they will replace and augment the
corresponding program elements and funds in the California Library
Services Act.

(c) When all program elements of the California Library Services
Act have been replaced and augmented under the provisions of this
chapter, the California Library Services Act as set forth in Chapter
4 (commencing with Section 18700) is hereby repealed unless a
subsequent act of the Legislature continues it in full force and effect.
During the transition period this chapter shall control in case of
conflicts between this chapter and the California Library Services
Act. The state board shall file a written notice with the Secretary of
the Senate and the Chief Clerk of the Assembly notifying the
Legislature of the fact, and date, of full implementation of this
chapter.

SEC. 2. The sum of five million dollars ($5,000,000) is hereby
appropriated from the General Fund to the Library of California
Board for the purpose of funding the startup phase of the Library of
California as set forth in Chapter 4.5 (commencing with Section
18800) of Part 11 of the Education Code for expenditure in the
1998-99 fiscal year to pay the costs of all of the following:

(a) Telecommunications infrastructure to support up to 1,000
libraries, including, but not limited to, the costs of linking systems and
installing regional servers.

(b) Statewide information data base licenses.
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(c) Reimbursement for interlibrary loans and direct loans
pursuant to subdivisions (a) and (c) of Section 18844 of the Education
Code.

(d) Regional library network development.

(e) Support for statewide coordination.

CHAPTER 949

An act to amend Section 361.3 of, and to add Sections 324.5 and
361.4 to, the Welfare and Institutions Code, relating to children.

[Approved by Governor September 28, 1998. Filed with
Secretary of State September 29, 1998.]

The people of the State of California do enact as follows:

SECTION 1. This act shall be known as the Lance Helms Child
Safety Act of 1998.

SEC. 2. Section 324.5 is added to the Welfare and Institutions
Code, to read:

324.5. (a) Whenever allegations of physical or sexual abuse of a
child come to the attention of a local law enforcement agency or the
local child welfare department and the child is taken into protective
custody, the local law enforcement agency, or child welfare
department may, as soon as practically possible, consult with a
medical practitioner, who has specialized training in detecting and
treating child abuse injuries and neglect, to determine whether a
physical examination of the child is appropriate. If deemed
appropriate, the local law enforcement agency, or the child welfare
department, shall cause the child to undergo a physical examination
performed by a medical practitioner who has specialized training in
detecting and treating child abuse injuries and neglect, and,
whenever possible, shall ensure that this examination take place
within 72 hours of the time the child was taken into protective
custody. In the event the allegations are made while the child is in
custody, the physical examination shall be performed within 72 hours
of the time the allegations were made.

In the case of a petition filed pursuant to Section 319, the
department shall provide the results of the physical examination to
the court and to any counsel for the minor, and counsel for the parent
or guardian of the minor. Failure to obtain this physical examination
shall not be grounds to deny a petition under this section.

(b) The local child welfare agency shall, whenever possible,
request that additional medical examinations to determine child
abuse injuries or neglect, be performed by the same medical
practitioner who performed the examinations described in
subdivision (a). If it is not possible to obtain additional medical
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examinations, the local child welfare agency shall ensure that future
medical practitioners to whom the child has been referred for
ongoing diagnosis and treatment have specialized training in
detecting and treating child abuse injuries and neglect and have
access to the child’s medical records covering the current and
previous incidents of child abuse.

SEC. 3. Section 361.3 of the Welfare and Institutions Code is
amended to read:

361.3. (a) In any case in which a child is removed from the
physical custody of his or her parents pursuant to Section 361,
preferential consideration shall be given to a request by a relative of
the child for placement of the child with the relative. In determining
whether placement with a relative is appropriate, the county social
worker and court shall consider, but shall not be limited to,
consideration of all the following factors:

(1) The best interests of the child, including special physical,
psychological, educational, medical, or emotional needs.

(2) The wishes of the parent, the relative, and child, if
appropriate.

(3) The provisions of Part 6 (commencing with Section 7950) of
Division 12 of the Family Code regarding relative placement.

(4) Placement of siblings and half-siblings in the same home, if
such a placement is found to be in the best interests of each of the
children as provided in Section 16002.

(5) The good moral character of the relative and any other adult
living in the home, including whether any individual residing in the
home has a prior history of violent criminal acts or has been
responsible for acts of child abuse or neglect as provided for in
Section 361.4.

(6) The nature and duration of the relationship between the child
and the relative, and the relative’s desire to care for the child.

(7) The ability of the relative to do the following:

(A) Provide a safe, secure, and stable environment for the child.

(B) Exercise proper and effective care and control of the child.

(C) Provide a home and the necessities of life for the child.

(D) Protect the child from his or her parents.

(E) Facilitate court-ordered reunification efforts with the
parents.

(F) Facilitate visitation with the child’s other relatives.

(G) Facilitate implementation of all elements of the case plan.

(H) Provide legal permanence for the child if reunification fails.

However, any finding made with respect to the factor considered
pursuant to this subparagraph and pursuant to subparagraph (G)
shall not be the sole basis for precluding preferential placement with
a relative.

(I) Arrange for appropriate and safe child care, as necessary.

(8) The safety of the relative’s home. For purposes of this
paragraph, the county social worker shall conduct a direct assessment
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of the safety of the relative’s home. The information obtained as a
result of this assessment shall be documented by the county social
worker in the child’s case record.

In this regard, the Legislature declares that a physical disability,
such as blindness or deafness, is no bar to the raising of children, and
a county social worker’s determination as to the ability of a disabled
relative to exercise care and control should center upon whether the
relative’s disability prevents him or her from exercising care and
control. The court shall order the parent to disclose to the county
social worker the names, residences, and any other known
identifying information of any maternal or paternal relatives of the
child. This inquiry shall not be construed, however, to guarantee that
the minor will be placed with any person so identified. The county
social worker shall initially contact the relatives given preferential
consideration for placement to determine if they desire the child to
be placed with them. Those desiring placement shall be assessed
according to the factors enumerated in this subdivision. The county
social worker shall document these efforts in the social study
prepared pursuant to Section 358.1. The court shall authorize the
county social worker, while assessing these relatives for the possibility
of placement, to disclose to the relative, as appropriate, the fact that
the child is in custody, the alleged reasons for the custody, and the
projected likely date for the child’s return home or placement for
adoption or legal guardianship. However, this investigation shall not
be construed as good cause for continuance of the dispositional
hearing conducted pursuant to Section 358.

(b) In any case in which more than one appropriate relative
requests preferential consideration pursuant to this section, each
relative shall be considered under the factors enumerated in
subdivision (a).

(c) For purposes of this section:

(1) “Preferential consideration” means that the relative seeking
placement shall be the first placement to be considered and
investigated.

(2) “Relative” means an adult who is related to the child or the
child’s half sibling by blood or affinity, including all relatives whose
status is preceded by the words “step,” “great,” “great-great” or
“grand” or the spouse of any such person even if the marriage has
been terminated by death or dissolution. However, only the
following relatives shall be given preferential consideration for the
placement of the child: an adult who is a grandparent, aunt, uncle,
or sibling.

(d) Subsequent to the hearing conducted pursuant to Section 358,
whenever a new placement of the minor must be made,
consideration for placement shall again be given as described in this
section to relatives who have not been found to be unsuitable and
who will fulfill the minor’s reunification or permanent plan
requirements. In addition to the factors described in subdivision (a),
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the county social worker shall consider whether the relative has
established and maintained a relationship with the minor.

(e) If the court does not place the child with a relative who has
been considered for placement pursuant to this section, the court
shall state for the record the reasons placement with that relative was
denied.

SEC. 4. Section 361.4 is added to the Welfare and Institutions
Code, to read:

361.4. (a) Prior to placing a child in the home of a relative, or the
home of any prospective guardian or other person who is not a
licensed or certified foster parent, the county social worker shall visit
the home to ascertain the appropriateness of the placement.

(b) Whenever a child may be placed in the home of a relative, or
the home of any prospective guardian or other person who is not a
licensed or certified foster parent, the court or county social worker
placing the child shall cause a criminal record check to be conducted
by an appropriate governmental agency through the California Law
Enforcement Telecommunications System pursuant to Section
1522.06 of the Health and Safety Code. The criminal record check
shall be conducted with regard to all persons over the age of 18 years
living in the home, and on any other person over the age of 18 years,
other than professionals providing professional services to the child,
known to the placing entity who may have significant contact with
the child, including any person who has a familial or intimate
relationship with any person living in the home. A criminal record
check may be conducted pursuant to this section on any person over
the age of 14 years living in the home who the county social worker
believes may have a criminal record.

(c) Whenever a child may be placed in the home of a relative, or
a prospective guardian or other person who is not a licensed or
certified foster parent, the county social worker shall cause a check
of the Child Abuse Index pursuant to subdivision (a) of Section 11170
of the Penal Code to be requested from the Department of Justice.
The Child Abuse Index check shall be conducted on all persons over
the age of 18 years living in the home.

(d) If either the criminal records check or Child Abuse Index
checks conducted pursuant to subdivisions (b) and (c) indicate that
the person on whom the check was conducted may have a criminal
record or may be a known or suspected child abuser, and the county
social worker still intends to place a child in the home of the relative,
prospective guardian, or other person who is not a licensed or
certified foster parent, the county social worker shall cause a
fingerprint clearance check to be conducted through the
Department of Justice before placing a child in the home.

(1) If the fingerprint clearance check indicates that the person has
no criminal record, the county social worker and court may consider
the home of the relative, prospective guardian, or other child who is
not a licensed or certified foster parent for placement of a child.
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(2) If the fingerprint clearance check indicates that the person has
been convicted of a crime that would preclude licensure under
Section 1522 of the Health and Safety Code, the child shall not be
placed in the home.

(3) Upon request from a county, the Director of Social Services
may waive the application of this section pursuant to standards
established in paragraph (1) of subdivision (g) of Section 1522 of the
Health and Safety Code. The director shall grant or deny the waiver
within 14 days of receipt of the county’s request.

(e) Nothing in this section shall preclude a county from
conducting a criminal background check using fingerprints that the
county is otherwise authorized to conduct.

SEC. 5. The State Department of Social Services shall, with input
from county welfare departments, report to the Legislature by
January 1, 2002, regarding the number of foster children placed with
relatives, the availability of relative placements, and the incidences
of crimes perpetrated against foster children who are living in the
homes of relatives.

SEC. 6. Notwithstanding Section 17610 of the Government Code,
if the Commission on State Mandates determines that this act
contains costs mandated by the state, reimbursement to local
agencies and school districts for those costs shall be made pursuant
to Part 7 (commencing with Section 17500) of Division 4 of Title 2 of
the Government Code. If the statewide cost of the claim for
reimbursement does not exceed one million dollars ($1,000,000),
reimbursement shall be made from the State Mandates Claims Fund.

Notwithstanding Section 17580 of the Government Code, unless
otherwise specified, the provisions of this act shall become operative
on the same date that the act takes effect pursuant to the California
Constitution.

CHAPTER 950

An act relating to the Chabot Observatory and Science Center, and
making an appropriation therefor.

[Approved by Governor September 28, 1998. Filed with
Secretary of State September 29, 1998.]

The people of the State of California do enact as follows:

SECTION 1. The Legislature finds and declares all of the
following:

(a) The historic Chabot Observatory began as a public
observatory in downtown Oakland, serving Oakland citizens and the
greater bay area community, and through its programs has
welcomed and educated over two million visitors since 1883.
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(b) In the early 20th century, the observatory was administered
by the Oakland Unified School District which made the facility an
integral part of formal science education programs and also made it
available for a large public program.

(c) The current Chabot Observatory and Science Center facility,
consisting of a 1915-era observatory building, a separate planetarium,
and several temporary classrooms and laboratories, severely limits
the science center’s ability to fulfill the vision for science education
due to technological and structural safety issues, including its location
directly on an active rift of the Hayward Fault and the interference
from surrounding city lights that have encroached in the years since
the observatory’s construction and affect viewing through its historic
8-inch and 20-inch public telescopes.

(d) In 1989, Oakland’s interest in having a regional science center
that was responsive to the science education needs of its children and
neighboring communities led to the creation of a joint powers agency
by the City of Oakland, the Oakland Unified School District, and the
East Bay Regional Park District, and these partner agencies have
together contributed over $25,600,000 to this project.

(e) The Lewis Center for Educational Research began as a public
educational facility under the Apple Valley Unified School District in
1990 and has provided science education programs for over 80,000
students throughout southern California during its eight years of
operation. The center is home to a California public school, grades K
through 12, operated by the High Desert “Partnership in Academic
Excellence” Foundation, Incorporated (the foundation), a nonprofit
educational foundation.

(f) Five hundred students attend science, astronomy, and aviation
classes at the 11,000 square foot Lewis Center facility. Students can
attend ground school and fly the T-40 Jet Flight Simulator provided
by the United States Air Force. Students also learn computer skills in
the Gateway to Excellence Program sponsored by GTE, and work in
the greenhouse or study physics in the laboratory.

(g) In partnership with NASA and the Jet Propulsion Laboratory
(JPL) in Pasadena, the Lewis Center operates the DSS 12, a deep
space antenna located at the Goldstone Deep Space Tracking
Station. This $11,000,000 antenna was converted into a radio
telescope for the Goldstone Apple Valley Radio Telescope project
(GAVRY). Students from across California and the nation direct this
powerful  scientific  instrument by  remote  control  via
telecommunications through “Mission Control” housed at the Lewis
Center. Staff from the Lewis Center and JPL train teachers from all
areas of the United States to perform scheduled missions with their
students, providing interactive opportunities for students from
diverse  backgrounds and locations to work together via
telecommunications to study the wonders of the heavens.

(h) The Lewis Center observatory, with its 14-inch telescope
provides optical viewing to support the work of radio astronomers.
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The center operates a telescope on Mount Wilson by remote control
through the Telescopes in Education Program. The center’s growing
expertise in remote operations of scientific equipment and status as
the worldwide educational site for grades K-12, inclusive, radio
astronomy will provide a powerful statewide linkage to the Chabot
Observatory and Science Center.

(i) The vision of the new Chabot Observatory and Science Center
and the Lewis Center for Educational Research is to create the
nation’s premier model for teaching science and technologies, where
one can imagine, understand, and learn to shape the future through
science.

(j) The goals of these two observatories and science centers are as
follows:

(1) To present more effective and engaging ways for children and
adults to explore science and technology.

(2) To train teachers in science education’s best practices and new
teaching technologies, and equip them with resources to use these in
the classroom.

(3) To inspire students and their families to pursue higher levels
of scientific literacy.

(4) To demonstrate the relevance of science and technology in
everyday living.

(5) To electronically link these two innovative science centers
together, and to link these centers with other similar organizations,
via telecommunications and the Internet, to support a dynamic
statewide science education platform.

(k) California’s youth must be science-literate and comfortable
with technology to be competitive job seekers, and it is widely
recognized that the quality of science, mathematics, and
environmental education needs to be improved in California and
nationwide, and that there are endemic cycles of low achievement
that persist in many high minority-enrolled public schools,
low-income  neighborhoods, rural areas, and  historically
underrepresented groups.

() These deficiencies are particularly pressing in the diverse San
Francisco Bay area and the greater Los Angeles area, where the
growth in science and technology-related industries has created an
enormous demand for educated, skilled workers.

(m) Many respected researchers have demonstrated the need for
a fundamental shift in methods of science teaching to emphasize
curriculum that is project-based, anchored in a “real world context,”
discovery oriented, and interdisciplinary, and the education of
teachers must be approached in a different way to reflect new
approaches to curriculum, activities, and student needs.

(n) The educational programs of the Chabot Observatory and
Science Center and the Lewis Center for Educational Research
complement and supplement the school district’s efforts to
implement a more effective educational model by offering a wide
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range of programs and resources that schools and districts cannot
provide on their own. These science centers will create effective
statewide platforms for testing and evaluating distance learning,
performance-based education, collaborative learning, and new
experimental methods for education in the 21st century.

(o) The Chabot Observatory and Science Center and the Lewis
Center for Educational Research place a major emphasis on engaging
populations that are historically not well represented in science and
technology education, including women, minorities, and low-income
youth.

(p) The Chabot Observatory and Science Center has planned to
build a new 77,000 square foot science education center in the
Joaquin Miller Park of Oakland, to fulfill these goals and offer new
programs for the people of the bay area.

(q) The Chabot Observatory and Science Center has raised over
$47,400,000 to build a new science education center, including a
$17,500,000 grant from the United States Air Force Office of Scientific
Research. In recognition of its national significance, the Chabot
Observatory and Science Center has been named a community
affiliate of the Smithsonian Institution, one of eight in the country.
Moreover, in conjunction with the White House Millennium
Celebration Project, the Chabot Observatory and Science Center
will link the nation’s 30 Challenger Centers as the lead for a national
student project on Mars exploration.

(r) The citizens of Oakland in 1996 voted approval for $6,500,000
for this new facility through the general obligation bond act known
as Measure L.

(s) The Chabot Observatory and Science Center has raised over
$1,500,000 in peer-reviewed scientific grants, $785,000 from private
foundations, $800,000 from corporations, and over $1,500,000 from
individuals to support planning and design of this new science
education center.

(t) This act will provide $5,000,000 in state funds for the Chabot
Observatory and Science Center, and will leverage $4,000,000 in new
federal grants and an $8,000,000 challenge grant from a private
foundation that is contingent on the state’s contribution. This funding
will enable completion of the observatory’s west building, which
includes a National Science Foundation-funded solar system
dynamics modeling exhibition; a Challenger Center space mission
simulator; the Teacher Research and Training Center; the library,
computer lab, and media production studio; and the observatory’s
historic transit telescope. A significant feature of the west building is
the Virtual Science Center, which enables classroom teachers
throughout the state to call on Chabot’s telescopes, laboratories, and
media resources for everyday support in their classrooms. In
addition, this funding will enable the building of three telescope
observatories to house the eight-inch refractor, the 20-inch refractor,
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and a 36-inch reflector, the largest telescope open to the public on a
regular basis in the United States.

(u) This new facility is scheduled to open in 1999, and will include
the magnificent historic Chabot telescopes; a new 36-inch
computerized telescope; a state-of-the-art planetarium; interactive
science exhibits for children, adults, and families; a Challenger
Center space station and mission control simulator; a telescope
makers’ workshop; a fiber optic-linked multimedia center; a virtual
science center for continuous online access and education in homes,
communities, libraries, and schools; infrared technology for
multilingual programs; and flexible, integrated laboratory spaces for
science exploration and education.

(v) The Lewis Center for Educational Research plans to purchase
land and build a second facility, the Lewis Center for Earth Science.
The location of the new building will take advantage of an
environmentally rich portion of the Mojave River that is a destination
for numerous migratory birds to provide students with onsite
capability to study planet Earth up close. A large portion of the
proposed tract of land will provide a preserve for native species in a
highly unique biome of southern California.

(w) The new facility will be linked electronically to the Lewis and
Chabot observatories to allow students from around the state to work
collaboratively studying the environment of our home planet to
compare and contrast the differences and similarities of objects
within our solar system and those of deep space.

(x) The Lewis Center’s current facility has been funded from
community and business donations and other partnerships, including
an $850,000 grant from the federal Department of Housing and
Urban Development and $500,000 contributed from the foundation.
In 1998, the Lewis Center received a $1,500,000 special purpose grant
from NASA for teacher training, curriculum development, and
student programs through GAVRT. The new facility will leverage
funding provided by these partnerships.

(y) The new Lewis Center for Earth Science will include a
planetarium, theater, classrooms, greenhouse, aviary, outdoor
research areas, and remote sensing devices including television
cameras to view the nocturnal creatures that inhabit this area. The
expansion will enable 3,000 students per month to participate in field
trip activities, and classes and will enable thousands more to
participate online. A new mobile planetarium, telescope, and
computer center will travel from the Lewis Center to schoolsites for
a four-day intensive infusion of science and teaching strategies
involving teachers, students, and families.

(z) The Chabot Observatory and Science Center and the Lewis
Center for Educational Research will become California-based
centerpiece institutions for public astronomy and science education
in the country, and will contribute toward the improvement of
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science education and technological literacy for California students,
teachers, and families.

(aa) Seven million dollars ($7,000,000) of support from the state
will help make possible the timely completion of the new Chabot
Observatory and Science Center by November 1999, and the Lewis
Center for Earth Science by March 2000, with all facilities available
to the public and all education programs in place to serve the
children, teachers, and families of the state.

SEC. 2. (a) A sum not to exceed seven million dollars
($7,000,000) is hereby appropriated from the General Fund to be
allocated as follows:

(1) A sum not to exceed five million dollars ($5,000,000) to the
Chabot Observatory and Science Center, a joint powers agency
created by the City of Oakland, the Oakland Unified School District,
and the East Bay Regional Park District, to fund the completion of
the new Chabot Observatory and Science Center facility in Oakland
and its programs for science education for the people of the state.

(2) A sum not to exceed two million dollars ($2,000,000) to the
town of Apple Valley to administer a grant to the nonprofit High
Desert  “Partnership in  Academic  Excellence”  Foundation,
Incorporated to purchase land and build the Lewis Center for Earth
Science.

(b) The Legislative Analyst shall review the use of the funds
appropriated pursuant to subdivision (a) and shall submit to the
Legislature a report on its findings upon the completion of the new
Chabot Observatory and Science Center facility and the new Lewis
Center for Earth Science.

CHAPTER 951

An act to amend and supplement the Budget Act of 1998 by adding
Item 8260-104-0001 to Section 2.00 thereof, making an appropriation
therefor, and declaring the wurgency thereof, to take effect
immediately.

[Approved by Governor September 28, 1998. Filed with
Secretary of State September 29, 1998.]

The people of the State of California do enact as follows:
SECTION 1. The Budget Act of 1998 (Chapter 324 of the Statutes

of 1998) is hereby amended and supplemented by adding Item
8260-104-0001 to Section 2.00 to read as follows:

8260—104—-0001— —For Local Assistance, California Arts
Council ......oiiiii 2,500,000
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Provisions:

1. The amount appropriated in this item is for
allocation to the Simon  Weisenthal
Center—Museum of Tolerance. No allocation
from this appropriation shall be made until
the Simon Weisenthal Center notifies the
California Arts Council in writing and
warrants that the conditions set forth in
Provisions 2, 3, and 4 of this item have been
met.

2. This funding shall be used for the acquisition
of a facility to conduct the activities of the
Simon Weisenthal Center, including those
activities funded by the appropriations in
Items 8120—-012-0268, 8120—101—-0268 and
8260—102-0001 of this act.

3. The facility shall be owned and operated by
the Simon Weisenthal Center.

4. The Simon Weisenthal Center shall provide a
match for the facility acquisition equal to the
amount of funds provided from this
appropriation.

SEC. 2. This act is an urgency statute necessary for the immediate
preservation of the public peace, health, or safety within the meaning
of Article IV of the Constitution and shall go into immediate effect.
The facts constituting the necessity are:

In order to make appropriations that amend and supplement the
Budget Act of 1998 effective as soon as possible, it is necessary that
this act go into immediate effect.

CHAPTER 952

An act to add Section 68084 to the Education Code, to amend
Sections 15325 and 15346.1 of, and to add Section 15346.12 to, the
Government Code, and to add and repeal Section 33334.27 of the
Health and Safety Code, relating to defense conversion, and
declaring the urgency thereof, to take effect immediately.

[Approved by Governor September 28, 1998. Filed with
Secretary of State September 29, 1998.]

The people of the State of California do enact as follows:

SECTION 1. This act shall be known and may be cited as the
Defense Conversion, Reuse, and Retention Omnibus Act.
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SEC. 2. Since the first base realignment and closure action by the
federal government in 1988, this state has suffered the closure or
major realignment of 29 military facilities reflecting a loss of over
500,000 direct and indirect jobs. In addition to the immediate
economic effect of closure on a community, complex and
burdensome federal and state requirements severely delay timely
transfer of the property and its conversion to a viable economic
entity. Action is required to directly assist communities in acquiring
real property from the federal government. Similar assistance is
required to assist affected communities’ private sector partners in
those cases where a community cannot afford or chooses to not
acquire the property directly. In every situation, action is required
to assist communities and state agencies in meeting the myriad of
regulatory requirements of property disposal in a timely and
nonconfrontational manner. Thirty-six military facilities remain
open in this state and affirmative action is required to ensure that this
state has a strategy to retain and grow these facilities in preparation
for an inevitable future round of base realignments and closures. An
important and previously undefined state role exists to assist
communities in both closure and retention efforts. This act addresses
that role and provides a needed state focus for reuse, conversion, and
retention efforts in this state.

SEC. 3. Section 68084 is added to the Education Code, to read:

68084. A parent who is a federal civil service employee and his or
her natural or adopted dependent children are entitled to resident
classification at the California State University, the University of
California, or a California community college if the parent has moved
to this state as a result of a military mission realignment action that
involves the relocation of at least 100 employees. This classification
shall continue until the student is entitled to be classified as a resident
pursuant to Section 68017, so long as the student continuously attends
an institution of public higher education. The Trade and Commerce
Agency shall certify qualifying military mission realignment actions
under this section and provide this information to the California
Community Colleges, the California State University, and the
University of California.

SEC. 4. Section 15325 of the Government Code is amended to
read:

15325. The work of the agency shall be divided into at least the
following:

(a) The Office of Economic Research.

(b) The Office of Local Development.

(c) The Office of Business Development.

(d) The Office of Tourism.

(e) The Office of Small Business.

(f) The Film Office.

(g) The Oftfice of Marketing and Communications.

(h) The Office of Strategic Technology.
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(i) The Office of Foreign Investment.

(j) World Trade Commission, including international trade and
investment offices, Office of Export Development, and Export
Finance Office.

(k) California Field Offices.

(/) Office of Trade Policy and Research.

(m) Office of Permit Assistance.

(n) Office of California-Mexico Affairs.

(o) Office of Military Base Retention.

SEC. 5. Section 15346.1 of the Government Code is amended to
read:

15346.1. The Legislature declares as follows:

(a) For over half a century, California’s industries, universities,
businesses, and workers have contributed to our nation’s defense,
utilizing their capital, talents, and skills to develop and bring to
production important new technologies and advanced weapons
systems, aircraft, and missiles.

(b) The nation now confronts the challenge of working together
to resolve issues related to base closure and reuse, and converting our
defense dependent economic sector to meet the rigors of commercial
competition. California industries and workers have earned their
government’s gratitude and deserve our assistance in this transition.
Communities that have hosted military facilities require assistance as
those facilities close or whose military population is significantly
reduced due to reductions in military spending.

(c) Defense spending in California peaked at 60 billion dollars
($60,000,000,000) in 1988. Since then, it has decreased by 16 percent
with the resulting loss of 126,000 jobs. The Commission on State
Finance projects a further 22 percent reduction to 37 billion dollars
($37,000,000,000) in 1997, with a loss of another 81,000 jobs. California
is expected to experience the most severe impact of defense cuts
since 1994.

(d) California has experienced four rounds of base closures
resulting in the closure or realignment of 29 bases since 1988.
Additional bases may be considered for closure as part of another
closure round by 2000.

(e) California lost more federal payroll jobs from its 29 military
base closures under rounds one to four than all of the rest of the states
put together. The reduced military payroll (military and civilian
employees) in California is approximately 101,000 jobs. About 300,000
private sector defense industry jobs in California have been lost.

(f) California needs a coordinated base closure and defense
conversion program within the state in order to expedite reuse and
realignment, and to transition to a lower level of defense
expenditures and peacetime economic pursuits. Similarly, this state
needs to coordinate all efforts that can facilitate the retention of its
remaining installations.
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(g) Just as the state is a leader in the nation’s defense effort, so it
must now assume a leadership role in converting to a peacetime
economy. That role will require a coordinated effort to ensure that
California benefits from federal programs, assists local governments
to plan and provide for needed services, encourages the
development of new technologies and their application by California
industries, provides worker retraining, and builds an infrastructure
for the future.

(h) It is the intent of the Legislature that the state role in military
base reuse, conversion, and retention be consolidated in the Trade
and Commerce Agency.

SEC. 6. Section 15346.12 is added to the Government Code, to
read:

15346.12. The agency shall establish, with the appropriation of
additional resources for this purpose, a Defense Retention Grant
Program to grant funds to communities with military bases to assist
them in developing a retention strategy. The agency shall administer
the grant program. It is the intent of the Legislature that the grant
program shall begin with one million eight hundred thousand dollars
($1,800,000) in startup capital. The agency may make no grant in
excess of fifty thousand dollars ($50,000) with the local community
providing two-thirds matching funds or in-kind services. The
structure, administration, and funding procedures of the grant
program shall be submitted to the Legislature for review at least 90
days prior to making the first grant disbursement.

SEC. 7. Section 33334.27 is added to the Health and Safety Code,
to read:

33334.27. (a) The Legislature finds and declares all of the
following:

(1) The retention of the Travis Air Force Base within the County
of Solano is crucial to the economic health of its surrounding region.
If the closure of the Travis Air Force Base is not averted by using the
powers set forth in this section, it will cause serious economic
hardship throughout the State of California of an annual multibillion
dollar expenditure budget, increased unemployment, deterioration
of properties and land use, and undue disruption of the lives and
activities of the people of the area. This concern is based in large part
on an inadequate supply of affordable housing for low- and
moderate-income persons and families employed by or serving at the
Travis Air Force Base.

(2) To avoid serious economic hardship and accompanying blight,
it is necessary to enact the act which adds this section, which shall
apply only within the County of Solano and the Cities of Fairfield,
Suisun City, and Vacaville, and which is adopted only for the purpose
of retaining the Travis Air Force Base. In enacting this act, it is the
policy of the Legislature to assist the County of Solano and the Cities
of Fairfield, Suisun City, and Vacaville in their attempt to preserve
the affected military facilities and installations for their continued use
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as the Travis Air Force Base, and to protect and enhance these vital
facilities by, among other things, ensuring an adequate supply of
affordable housing in proximity to the Travis Air Force Base.

(3) The cost and availability of land, construction costs,
geophysical and environmental constraints, household incomes, the
market for affordable housing, commuting patterns, and fiscal and
other related factors make it infeasible for a single community acting
alone, limited to its own resources, to provide the entire supply of
affordable housing necessary to ensure the retention of the Travis Air
Force Base. It is, therefore, necessary and appropriate that the
agencies of the County of Solano and the Cities of Fairfield, Suisun
City, and Vacaville be permitted, under specified conditions, to pool
their resources to retain the Travis Air Force Base. It is necessary that
those agencies possess the limited ability to use their tax-increment
moneys outside their individual communities for these limited
purposes.

(b) The agencies for the County of Solano and the Cities of
Fairfield, Suisun City, and Vacaville may create a separate joint
powers agency pursuant to Chapter 5 (commencing with Section
6500) of Division 7 of Title 1 of the Government Code, which joint
powers agency shall have, and exercise, powers of an agency within
the territorial jurisdiction of the City of Fairfield, Suisun City, the
City of Vacaville or the unincorporated area of the County of Solano
to provide housing for the retention of the Travis Air Force Base.
Notwithstanding any provision of existing law, the joint powers
agency shall not have the power to levy any tax. All land use,
planning, and development decisions with regard to real property
within the City of Fairfield, the City of Suisun City, the City of
Vacaville or the unincorporated area of the County of Solano which
is to be developed or redeveloped by the joint powers agency
pursuant to this section shall continue to be under the control and
jurisdiction of the legislative body or planning commission, as
applicable, of the City of Fairfield, the City of Suisun City, the City
of Vacaville, or the unincorporated area of the County of Solano.

(c) The powers of the joint powers agency shall be used in
accordance with a “Travis Air Force Base Retention Program” to be
formulated and approved by the joint powers agency consistent with
this section. The Travis Air Force Base Retention Program shall not
be implemented unless and until the legislative bodies of the County
of Solano and the Cities of Fairfield, Suisun City, and Vacaville each
adopts an ordinance approving the Travis Air Force Base Retention
Program. The expenditure of tax-increment moneys outside of the
territorial jurisdiction of each agency involved, as contemplated by
that program, as well as the program itself, shall, upon the adoption
of each ordinance, be deemed to be a part of each redevelopment
plan for each redevelopment project generating the tax-increment
moneys to be expended in carrying out the program, as if each
redevelopment plan had been amended to include the program and
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those expenditures. However, in adopting the ordinance, neither the
legislative body nor the agency is required to comply with Article 12
(commencing with Section 33450) or any other provision of this part
relating to the amendment of redevelopment plans. The joint powers
agency may amend the Travis Air Force Base Retention Program
from time to time. The procedure for amending the ordinance
required by this section shall be the same as for adopting the
ordinance under this section.

(d) As used in this section, “tax-increment moneys” shall mean all
tax-increment moneys allocated to an agency, including, but not
limited to, tax-increment moneys deposited in an agency’s Low and
Moderate Income Fund.

(e) Notwithstanding subdivision (c¢) of Section 33334.3 or Section
33670, an agency may use tax-increment moneys to develop housing
outside of the territorial jurisdiction of the agency pursuant to this
section and consistent with the provisions of a Travis Air Force Base
Retention Program approved and adopted pursuant to this section,
if each agency involved finds that no other reasonable means of
financing this housing are available in sufficient amount. The
Legislature finds and declares that the use of tax-increment funds
pursuant to this section shall be conclusively deemed to be a benefit
to the project area in which those funds were generated.

(f) Each of the following conditions shall be met before an agency
may use tax-increment moneys to develop housing outside its
territorial jurisdiction pursuant to this section or to lend, pay, or
advance these funds to the joint powers agency pursuant to this
section:

(1) The community in which the agency is located must have met,
in the current or previous housing element cycle, at least 50 percent
of its existing share of the region’s affordable housing needs, as
defined in Section 65684 of the Government Code, for very low
income households.

(2) The community in which the housing will be developed shall
be the City of Fairfield, the City of Suisun City, or the City of
Vacaville.

(3) The joint powers agency shall enter into a mutually
acceptable, binding agreement with the City of Fairfield, the City of
Suisun City, or the City of Vacaville where the housing will be
developed. The contract shall specify the terms and conditions under
which the housing will be developed. The contract shall specify the
responsibilities of the joint powers agency and the City of Fairfield,
the City of Suisun City, or the City of Vacaville.

(4) The contract shall contain a provision that allows any taxpayer
or resident of the County of Solano and the Cities of Fairfield, Suisun
City, and Vacaville, the Attorney General, or any other interested
person to enforce the terms of the contract.

(5) (A) Moneys from an agency’s Low and Moderate Income
Housing Fund shall be used in the City of Fairfield, the City of Suisun
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City, or the City of Vacaville to pay for the costs of developing
housing as permitted by subdivision (e) of Section 33334.2.

(B) Notwithstanding subparagraph (A), money from a Low and
Moderate Income Housing Fund shall not be used for offsite
improvements.

(6) (A) The joint powers agency or the City of Fairfield, the City
of Suisun City, or the City of Vacaville shall not spend money from
a Low and Moderate Income Housing Fund in any way which is
inconsistent with the requirements of Section 33334.3.

(B) Notwithstanding subdivision (e) of Section 33334.3, the joint
powers agency, the City of Fairfield, the City of Suisun City, or the
City of Vacaville or the agency of the City of Fairfield, Suisun City,
the City of Vacaville, or the County of Solano shall not spend money
from a Low and Moderate Income Housing Fund for administrative
costs, salaries, or wages, except for legal, architectural, and
engineering costs and other salaries, wages, and costs directly related
to the planning and execution of the development of the housing
which is authorized by this section.

(7) Each of the agencies whose Low and Moderate Income
Housing Fund moneys are to be expended pursuant to this section
shall be in compliance with all applicable replacement housing
requirements of this part.

(8) The maximum aggregate number of dwelling units developed
with moneys transferred to the joint powers agency from the Low
and Moderate Income Housing Funds of its member agencies
pursuant to this section shall be no more than 500 dwelling units.

(9) No agency shall transfer to the joint powers agency pursuant
to this section an amount more than:

(A) Fifty percent of the balance of its Low and Moderate Income
Housing Fund moneys reflected in the accounts of the agency on
June 30, 1997.

(B) Fifty percent of the total amount required by Sections 33334.2
and 33334.6 to be set aside by the agency in its Low and Moderate
Income Housing Fund for all redevelopment projects for each fiscal
year commencing with the 1997-98 fiscal year and for each fiscal year
thereafter.

(10) The County of Solano and the Cities of Fairfield, Suisun City,
and Vacaville shall each have a complete and adequate general plan,
including a housing element that substantially complies with Article
10.6 (commencing with Section 65580) of Chapter 3 of Division 1 of
Title 7 of the Government Code.

(g) (1) At least 60 days before the date proposed for the approval
of the contract pursuant to subdivision (f), the joint powers agency
shall send the draft contract to the department for its review,
comment, and recommendation.

(2) Upon receipt of a draft contract, the department shall solicit
public comments from persons and organizations experienced in
affordable housing issues. After soliciting and considering these
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public comments, the department shall review the draft contract for
its consistency with the requirements of this section. The department
shall report its written findings and its recommendations to the joint
powers agency and the Cities of Fairfield, Suisun City, and Vacaville,
and the County of Solano, within 45 days of receiving the draft
contract. The department may charge and the joint powers agency
shall pay a fee that shall not exceed the department’s estimated
reasonable costs of complying with this section. The joint powers
agency may pay this fee from Low and Moderate Income Housing
Fund moneys.

(3) If the department finds that the draft contract is not consistent
with the requirements of this section, the department may
recommend changes to the draft contract to achieve that
consistency. The department shall recommend that the joint powers
agency approve the draft contract, approve the draft contract after
making changes, or not approve the draft contract.

(4) If the department recommends against the approval of the
draft contract, the joint powers agency shall not approve the
contract. If the department recommends changes to the draft
contract before its approval, the joint powers agency shall not
approve the contract unless it makes the changes recommended by
the department.

(h) The housing units to be built within the City of Fairfield, the
City of Suisun City, or the City of Vacaville with Low and Moderate
Income Housing Fund moneys transferred pursuant to this section
shall be affordable to lower income households or very low income
households, as those terms are defined in Sections 50052.5 and 50053.

(i) The joint powers agency shall not receive more than an
aggregate total of two million dollars ($2,000,000) from the other
agencies pursuant to this section.

() (1) If any housing occupied by persons or families of very low,
low, or moderate income is destroyed by the development of housing
pursuant to the authority of this section, displaced residents from the
destroyed housing shall be provided with relocation benefits which
result in the additional replacement housing payment required by
Section 7264 of the Government Code, enabling the person to lease
or rent a comparable replacement dwelling for a period not to exceed
96 months, instead of 48 months as required by Section 7264 of the
Government Code.

(2) If any housing occupied by persons or families of very low, low,
or moderate income is destroyed by the development of housing
pursuant to the authority of this section, the destroyed housing shall
be replaced with housing of the same or greater size and shall be
affordable in direct proportion to the displaced income groups, and
shall be provided simultaneously with the housing developed
pursuant to the authority of this section.

(k) In the event the Travis Air Force Base relocates from its
current location prior to the substantial commencement of
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construction of the housing authorized to be developed pursuant to
this section, all moneys from the Low and Moderate Income Housing
Funds which have been transferred to the joint powers agency
pursuant to this section shall be returned by the joint powers agency
to the agencies that originally transferred the funds in ratable portion
to the proportion of the transferred funds that were transferred from
each agency. However, nothing in this subdivision shall require the
joint powers agency to return any funds that have been expended or
committed for the purposes of the joint powers agency or which are
necessary to pay any indebtedness of the joint powers agency.

(/) The joint powers agency established pursuant to this section
shall require, as a condition precedent to the expenditure of any
tax-increment moneys to carry out the Travis Air Force Base
Retention Program, that the real property on which the housing is
developed pursuant to that program shall be burdened with
covenants running with the land for the period and with the
substance required by Section 33334.3. The joint powers agency shall
also require that these covenants include a mechanism that shall
ensure the continued availability of the dwelling units for very low
or low-income persons and families for the period required by
Section 33334.3 in the event the Travis Air Force Base relocates or,
for any other reason, no longer uses these housing units, or, in the
absence of this continued availability, implements a procedure that
protects the joint powers agency’s investment of moneys from Low
and Moderate Income Housing Funds and provides for the pro rata
return of the sales proceeds to the Low and Moderate Income
Housing Funds of those agencies expending these funds to carry out
the Travis Air Force Base Retention Program.

(m) This section shall remain in effect only until January 1, 2001,
and as of that date is repealed, unless a later enacted statute, which
is chaptered before January 1, 2001, deletes or extends that date, or
unless tax-increment moneys have, prior to that date, been received
by the joint powers agency, in which case the date of repeal of this
section shall be extended until the time that the joint powers agency
shall expend these funds in accordance with this section. This repeal
shall not affect any contract or covenant which shall have been
entered into prior to January 1, 2001, to implement this section, and
all contracts and covenants shall continue after the repeal date in full
force and effect in accordance with their terms.

SEC. 8. The Legislature finds and declares that, because of the
unique circumstances applicable only to the County of Solano and
the Cities of Fairfield, Suisun City, and Vacaville relating to the issue
of the retention of the Travis Air Force Base, a statute of general
applicability cannot be enacted within the meaning of subdivision
(b) of Section 16 of Article IV of the California Constitution.
Therefore, this special statute is necessary.

SEC. 9. This act is an urgency statute necessary for the immediate
preservation of the public peace, health, or safety within the meaning
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of Article IV of the Constitution and shall go into immediate effect.
The facts constituting the necessity are:

In order to ensure that areas of this state that have been negatively
impacted due to defense base closures and reductions are able to
benefit from the programs implemented by this act, it is necessary
that this act take effect immediately.

CHAPTER 953

An act to amend and supplement the Budget Act of 1998 (Chapter
324 of the Statutes of 1998), relating to state government, and making
an appropriation therefor.

[Approved by Governor September 28, 1998. Filed with
Secretary of State September 29, 1998.]

The people of the State of California do enact as follows:

SECTION 1. There is hereby appropriated the sum of eleven
million one hundred thousand dollars ($11,100,000) from the General
Fund, in accordance with the following schedule:

(a) The sum of two million dollars ($2,000,000) to the State
Department of Social Services, in augmentation of Item
5180-001-0001 of the Budget Act of 1998, for local food bank programs
to purchase food, expand refrigeration space, and purchase vehicles
and other equipment that will be directly used for the purchase,
delivery, or distribution of food products, or for other uses that will
allow food banks to increase the amount of food they can receive and
distribute.

(b) The sum of five million dollars ($5,000,000) to the Department
of Parks and Recreation, in augmentation of Item 3790-301-0001 of the
Budget Act of 1998, for Stanford Mansion State Historical Park
Preservation-preliminary plans, working drawings, and construction.

For purposes of this subdivision, the following provisions shall
apply:

(1) The funds appropriated pursuant to this subdivision may be
used for planning, working drawings, and/or construction for the
preservation/restoration of the Leland Stanford Mansion State
Historic Park, and shall be available for expenditure until June 30,
2001.

(2) These facilities may be used for entertaining by the Governor,
including, but not limited to, official receptions, meetings,
conferences, bill signings, and any other ceremonial functions
deemed appropriate by the Governor. The ceremonial facilities of
the mansion shall also be available to the leadership of the Legislature
upon request and when not in conflict with the other primary
functions of the facility.
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(c) The sum of three hundred fifty thousand dollars ($350,000) to
the Department of Parks and Recreation, in augmentation of Item
3790-102-0001 of the Budget Act of 1998, pursuant to Schedule (10)
of that item, for the City of Cloverdale Senior Center.

(d) The sum of two million dollars ($2,000,000) to the California
Transportation Commission, in augmentation of Item 2600-101-0001
of the Budget Act of 1998, for the North Coast Railroad Authority. For
purposes of this subdivision, the following provisions shall apply:

(1) The funds appropriated by this subdivision shall be available
for allocation by the California Transportation Commission to the
North Coast Railroad Authority (NCRA) pursuant to the following:

(A) The funds shall be available to provide for the immediate and
critical needs of the NCRA, including, but not limited to, the
following:

(i) Implementing an accounting system that complies with
commission requirements for receipt of state and federal funds.

(i) Addressing  environmental concerns raised by  the
Departments of Fish and Game, Toxic Substance Control, and
Justice.

(iii) Payment to contractors and vendors for services rendered
prior to June 30, 1998, excluding any contractual obligations to
Railways, Inc.

(B) Any remaining funds shall be available for additional needs of
the NCRA, including, but not limited to, the following:

(i) Necessary actions to meet the requirements of the compliance
order of the Federal Rail Administration concerning the operation
of the railroad.

(i) Necessary capital improvements to safely operate and
maintain the rail service.

(iii) Any other expenditure necessary to comply with the findings
or recommendations of the commission or any other government
agency with jurisdiction or involvement with NCRA activities.

(C) The funds appropriated by this subdivision shall not be used
as repayment of the so-called “Q-Fund” loan.

(D) All funds allocated pursuant to this subdivision shall be subject
to the conditions contained in the other provisions of Item
2600-101-0001 of the Budget Act of 1998.

(2) The California Transportation Commission shall report on or
before December 31, 1999, to the Chairperson of the Joint Legislative
Budget Committee and the chairpersons of the fiscal committees of
the Legislature on how the funds allocated pursuant to this
subdivision have been expended by the North Coast Railroad
Authority (NCRA) and any state agency that received an allocation
of funds for expenditure.

(3) Funds appropriated by this subdivision shall be available for
encumbrance by the California Transportation Commission until
June 30, 2000.
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(e) The sum of seven hundred fifty thousand dollars ($750,000) to
the Department of Parks and Recreation, in augmentation of Item
3790-302-0001 of the Budget Act of 1998, pursuant to Schedule (3) of
that item, for 90.FB.100-Pio Pico State Park: Restoration: preliminary
plans, working drawings, and construction.

(f) The sum of one million dollars ($1,000,000) to the Wildlife
Conservation Board, in augmentation of Item 3640-301-0001 of the
Budget Act of 1998, pursuant to subdivision (j) of Provision 5 of that
item, for the Bombay Project in the Santa Cruz Greenbelt.

CHAPTER 954

An act to amend Sections 66604.5, 69769, 69769.3, 69769.4, 69769.5,
69769.7, 69980, 69982, 69984, 69986, 69989, 69990, 71092, 88064, 89048,
89701, 89702, 89704, 89720, 89721, and 89760 of, to add Sections 69993.5
and 72670.5 to, to repeal Sections 76361.5, 76390, and 76391 of, to
repeal and add Sections 76360 and 76361 of, the Education Code, to
amend Section 19815 of the Government Code, to amend Section
24306 of the Revenue and Taxation Code, and to amend Section 1 of
Chapter 851 of the Statutes of 1997, relating to education, and making
an appropriation therefor.

[Approved by Governor September 28, 1998. Filed with
Secretary of State September 29, 1998.]

The people of the State of California do enact as follows:

SECTION 1. This act shall be known, and may be cited, as the
1998 Higher Education Omnibus Act.

SEC. 2. Section 66604.5 of the Education Code is amended to
read:

66604.5. Each appointive trustee shall receive actual and
necessary travel expenses and one hundred dollars ($100) for each
day he or she is attending to official business.

SEC. 3. Section 69769 of the Education Code is amended to read:

69769. The commission shall establish a Loan Advisory Council.
The Loan Advisory Council shall be composed of 17 members,
appointed by the commission, composed of representatives of
students, postsecondary educational institutions, eligible lenders, and
participating secondary markets.

SEC. 4. Section 69769.3 of the Education Code is amended to
read:

69769.3. (a) The Loan Advisory Council established pursuant to
Section 69769 shall be composed of members appointed from the
following groups:

(1) Four representatives of the lending community participating
in the Federal Family Education Loan Program.
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(2) One representative each from the University of California, the
California State University, the California Community Colleges, a
private nonprofit postsecondary education institution, and a private
for-profit postsecondary education institution.

(3) One representative from the California Association of Student
Financial Aid Administrators.

(4) Five student representatives from the same postsecondary
segments listed in paragraph (2). In no event shall a student
representative be appointed to serve simultaneously as the
representative of more than one of these five postsecondary groups.

(5) One representative from a secondary market participating in
the Federal Family Education Loan Program.

(6) One representative from the California Lenders for Education
Association.

(b) The representatives appointed by the commission pursuant to
subdivision (a) shall be selected by the commission from lists
provided to its chair by each group described in that subdivision.

SEC. 5. Section 69769.4 of the Education Code is amended to
read:

69769.4. In addition to the members appointed to the Loan
Advisory Council pursuant to Section 69769.3, the United States
Department of Education may appoint one nonvoting
representative to the council who shall serve as liaison between that
department and the council.

SEC. 6. Section 69769.5 of the Education Code is amended to
read:

69769.5. The Loan Advisory Council shall review the activities
and policies of the Federal Family Education Loan Program and shall
regularly advise the commission of its findings and
recommendations. The Loan Advisory Council may request
information and data that it deems appropriate from the Student Aid
Commission with respect to the Federal Family Education Loan
Program or any other loan program administered by the commission.

SEC. 7. Section 69769.7 of the Education Code is amended to
read:

69769.7. (a) The Loan Advisory Council shall annually elect a
chair and a vice chair from its membership. Representatives who
serve on, or are employed or retained by, the commission, and the
nonvoting representative  appointed by the United States
Department of Education, if any, are ineligible for election to these
positions.

(b) The chair of the Loan Advisory Council shall have the
authority, in consultation with the chair of the commission, to
convene meetings of the council. The chair shall also direct each
council meeting and shall regularly present oral and written reports
to the commission regarding the advice of the council. The vice chair
of the Loan Advisory Council shall assume these responsibilities in
the absence of the chair.
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SEC. 8. Section 69980 of the Education Code is amended to read:

69980. As used in this article, the following terms have the
following meanings, unless the context requires otherwise:

(a) “Act” or “Scholarshare trust” or “Scholarshare” means the
Golden State Scholarshare Trust Act.

(b) “Administrative fund” means the funds used to administer the
Golden State Scholarshare Trust Act.

(c) “Beneficiary” has the same meaning as “designated
beneficiary,” as provided in paragraph (1) of subsection (e) of
Section 529 of the Internal Revenue Code of 1986, as amended by
Section 211 of the Taxpayer Relief Act of 1997 (Public Law 105-34).

(d) “Benefits” means the payment of higher education expenses
on behalf of a beneficiary by the Scholarshare trust during the
beneficiary’s attendance at an institution of higher education.

(e) “Commission” means the Student Aid Commission
established pursuant to Section 69510.

(f) “Golden State Scholarshare Trust” or “Scholarshare trust”
means the trust created pursuant to this act.

(g) “Institution of higher education” has the same meaning as
“eligible educational institution,” as provided in paragraph (5) of
subsection (e) of Section 529 of the Internal Revenue Code of 1986,
as amended by Section 211 of the Taxpayer Relief Act of 1997 (Public
Law 105-34).

(h) “Participant” means an individual, firm, corporation, or state
or local government agency, or a legal representative of an
individual, firm, corporation, or state or local government agency
who has entered into a participation agreement pursuant to this act
for advance savings for higher education expenses on behalf of a
beneficiary.

(i) “Participation agreement” means an agreement between a
participant and the Scholarshare trust, pursuant to this act.

(j) “Program administrator” means the administrator of the
Scholarshare trust appointed by the commission to administer and
manage the trust.

(k) “Program fund” means the program fund established by this
act, which shall be held as a separate fund within the Scholarshare
trust.

(/) “Qualified higher education expenses” means the expenses of
attendance at an institution of higher education as provided in
paragraph (3) of subsection (e¢) of Section 529 of the Internal
Revenue Code of 1986, as amended by Section 211 of the Taxpayer
Relief Act of 1997 (Public Law 105-34), and as determined and
certified by the institution of higher education in the same manner
as prescribed in Title IV of the Higher Education Act of 1965 (20
U.S.C. Sec. 108711, as amended).

(m) “Tuition and fees” means the quarterly or semester charges
imposed to attend an institution of higher education and required as
a condition of enrollment.



[ Ch. 954 ] STATUTES OF 1998 7009

SEC. 9. Section 69982 of the Education Code is amended to read:

69982. In addition to effectuating and carrying out all of the
powers granted by this act, the commission shall have all powers
reasonably necessary to carry out and effectuate the purposes,
objectives, and provisions of this act pertaining to the Scholarshare
trust, including, but not limited to, the power to do all of the
following:

(a) Carry out studies and projections in order to advise
participants  regarding present and estimated future higher
education expenses and the levels of financial participation in the
trust required in order to enable participants to achieve their
education funding objectives.

(b) Contract for goods and services and engage personnel as
necessary, including consultants, actuaries, managers, counsel, and
auditors for the purpose of rendering professional, managerial, and
technical assistance and advice.

(c) Participate in any other way in any federal, state, or local
governmental program for the benefit of the Scholarshare trust.

(d) Promulgate, impose, and collect administrative fees and
charges in connection with transactions of the Scholarshare trust, and
provide for reasonable service charges, including penalties for
cancellations.

(e) Procure insurance against any loss in connection with the
property, assets, or activities of the Scholarshare trust.

(f) Administer the funds of the Scholarshare trust.

(g) Procure insurance indemnifying any member of the
commission from personal loss or liability resulting from a member’s
action or inaction as a member of the commission.

(h) Adopt reasonable regulations for the administration of the
Scholarshare trust.

(i) Set minimum and maximum investment levels.

(j) (1) Except as otherwise provided in this section, the overall
maximum investment level for a designated beneficiary shall not
exceed the amount equivalent to the maximum estimated qualified
higher education expenses, as defined by subdivision (/) of Section
69980 and established by the trust, that can be incurred by a
beneficiary to obtain a baccalaureate degree at an institution of
higher education in California for four years commencing in the year
the majority of beneficiaries of that age are expected to be eligible
to enroll in a higher education program for four years. The maximum
investment level shall be published by the trust as a monetary
amount by year group, in order to state contribution limits clearly
and to encourage participation on behalf of beneficiaries who will
attend all types of higher education institutions, both public and
independent.

(2) Participants shall be permitted to make up payments, in full
or in part, for years in which they were eligible to contribute, but did
not, including years prior to the enactment of this section, for the
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benefit of a designated beneficiary. Contributions by entities exempt
from taxation pursuant to Section 501(c)(3) of the Internal Revenue
Code and state and local government agencies operating bona fide
scholarship programs for the benefit of beneficiaries to be named
when the scholarships are awarded are not subject to maximum
contribution limits.

SEC. 10. Section 69984 of the Education Code is amended to read:

69984. (a) (1) The commission shall segregate moneys received
by the Scholarshare trust into two funds, which shall be identified as
the program fund and the administrative fund. Notwithstanding
Section 13340 of the Government Code, the program fund is hereby
continuously appropriated, without regard to fiscal years, to the
commission for the purposes of this article. Funds in the
administrative fund shall be available for expenditure, upon
appropriation, for the purposes specified in this article.

(2) (A) The trust shall separately account for any moneys
received by an entity exempt from taxation under Section 501(c)(3)
of the Internal Revenue Code or a state or local government agency,
depositing the money for the benefit of a beneficiary to be named
later pursuant to the operation of a bona fide scholarship program.

(B) There is hereby created the Scholarshare Investment Board,
which shall consist of the Treasurer, the Director of Finance, and the
chief executive officer of the commission. The Treasurer shall serve
as chair of the board. The board shall annually prepare and adopt a
written statement of investment policy. The board shall consider the
statement of investment policy and any changes in the investment
policy at a public hearing. The board shall approve the investment
management entity or entities consistent with subparagraph (C).
Not later than 30 days after the close of each month there shall be
placed on file for public inspection during business hours a report
with respect to investments made pursuant to this section and a
report of deposits in financial institutions. The investment manager
shall report the following information to the board within 30 days
following the end of each month:

(i) The type of investment, name of the issuer, date of maturity,
par and dollar amount invested in each security, investment, and
money within the program fund.

(ii) The weighted average maturity of the investments within the
program fund.

(iii) Any amounts in the program fund that are under the
management of private money managers.

(iv) The market value as of the date of the report and the source
of this valuation for any security within the program fund.

(v) A description of the compliance with the statement of
investment policy.

(C) Moneys in the program fund may be invested or reinvested
by the Treasurer or may be invested in whole or in part under
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contract with private money managers, as determined by the
Scholarshare Investment Board.

(b) Transfers may be made from the program fund to the
administrative fund for the purpose of paying operating costs
associated with administering the trust and as required by this act. On
an annual basis, expenditures from the administrative fund shall not
exceed more than 1 percent of the total program fund. All costs of
administration of the trust shall be paid out of the administration
fund.

(c) Al moneys paid by participants in connection with
participation agreements shall be deposited as received into the
program fund and shall be promptly invested and accounted for
separately. Deposits and interest thereon accumulated on behalf of
participants in the program fund of the Scholarshare trust may be
used for payments to any institution of higher education.

SEC. 10.5. Section 69986 of the Education Code is amended to
read:

69986. For all purposes of California law, the following apply:

(a) The participant shall retain ownership of all contributions
made under any participation agreement up to the date of utilization
for payment of higher education costs for the beneficiary, and all
interest derived from the investment of the payments made by the
participant shall be deemed to be held in trust for the benefit of the
beneficiary. Neither the contributions, nor any interest derived
therefrom, may be pledged as collateral for any loan.

(b) In the event the participation agreement is canceled prior to
payment of higher education expenses for the beneficiary, the
participant shall retain ownership of all contributions made under
the participation agreement and reversionary right to receive
interest on all the contributions at the rate of interest at which the
contributions were invested. If cancellation occurs, the program
administrator shall impose a penalty on any interest earned that is
more than a de minimis amount.

(c) Notwithstanding subdivision (b), if there has been a decrease
in the value of the funds in a participant’s account at the time of
cancellation of the participation agreement, the participant shall not
have ownership rights to any amount above the market value of the
funds in the account at the time of cancellation.

(d) Program administrators shall develop adequate measures to
prevent contributions on behalf of a designated beneficiary in excess
of those necessary to provide for the qualified higher education
expenses of the beneficiary or in excess of the maximum contribution
limits provided for herein.

(e) If the beneficiary graduates from an institution of higher
education and has no intention of further attendance at an institution
of higher education, and a balance remains in the participant’s
account, then the program administrator shall pay the balance to the
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participant. The administrator shall impose a penalty that is more
than de minimis.

(f) Program administrators shall develop a method to make
payment of qualified higher education expenses directly to higher
education institutions for the benefit of designated beneficiaries and
to control for fraud under any direct reimbursement method of
payment that it may adopt. The institution of higher education shall
obtain ownership of the payments made for the higher education
expenses paid to the institution at the time each payment is made to
the institution.

(g) Any amounts paid pursuant to the Golden State Scholarshare
Trust that are not listed in this section shall be owned by the trust.

(h) A participant may transfer ownership rights to another
eligible participant, including, but not limited to, a gift of the
ownership rights to an eligible minor beneficiary pursuant to this act.
The transfer shall be effected and the property distributed in
accordance with administrative regulations adopted by the
commission or the terms of the participation agreement.

SEC. 11.  Section 69989 of the Education Code is amended to read:

69989. (a) The commission shall submit an annual audited
financial report, prepared in accordance with generally accepted
accounting principles, on the operations of the Scholarshare trust by
September 30 to the Governor, the Controller, the State Auditor, and
the Legislature. The annual audit shall be made by an independent
certified public accountant and shall include, but not be limited to,
direct and indirect costs attributable to the use of outside consultants,
independent contractors, and any other persons who are not state
employees. Any contributions to the Scholarshare trust fund that are
not directed to a specified beneficiary shall be accounted for and
treated separately in the annual audit.

(b) The annual audit shall be supplemented by the following
information prepared by the commission:

(1) Any studies or evaluations prepared in the preceding year.

(2) A summary of the benefits provided by the trusts including the
number of participants and beneficiaries in the trust.

(3) Any other information that is relevant in order to make a full,
fair, and effective disclosure of the operations of the Scholarshare
trust.

SEC. 12. Section 69990 of the Education Code is amended to read:

69990. (a) The trust shall provide an annual listing to the
Franchise Tax Board on magnetic tape or other machine-readable
form, and in a manner agreed upon by the Franchise Tax Board and
the Scholarshare trust, of all distributions, including payment of
benefits and refunds, to any individual with respect to an interest in
a participation agreement. The listing shall include the names,
addresses, tax identification numbers, and type and amounts of each
distribution, including interest earned and penalties imposed. The
taxpayer’s identification numbers obtained through the participation
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agreement process shall be used exclusively for state and federal tax
administration purposes.

(b) The trust shall make a report to each participant or beneficiary
of the type and amount of each distribution, including payment of
benefits and refunds.

(c) The trust also shall report annually by March 1 to each
participant or beneficiary all of the following:

(1) The value of the beneficiary’s account.

(2) The interest earned thereon.

(3) The rate of return of the investments in the beneficiary’s
account for that reporting period.

(4) The investment goal the participant will achieve if all future
contributions with respect to that beneficiary are timely made.

(5) The amount of any missed contributions that the participant
is eligible to make up.

(6) Information regarding the trends in qualified higher
education expenses at the state’s public segments of higher
education, which shall include, but need not be limited to, the
following:

(A) The actual increase or decrease in qualified higher education
expenses in the prior year.

(B) To the extent possible, any proposals by the segments to
increase or decrease fees or tuition in the next fiscal year.

(C) To the extent possible, any proposals by the Legislature or the
Governor to increase or decrease fees or tuition in the next fiscal year.

(D) The names of the State Senator and Assembly Member who
represent the district in which the participant or beneficiary resides
and a business address and telephone number where they may be
reached.

(d) The trust, as an advocate for affordable higher education
opportunities for participants and beneficiaries of the program, shall
also provide a means for participants or beneficiaries to express
concerns or comments regarding the Scholarshare trust program and
any information required to be reported by this section.

SEC. 13. Section 69993.5 is added to the Education Code, to read:

69993.5. The Student Aid Commission may adopt regulations for
the purposes of this chapter as emergency regulations in accordance
with the rulemaking provisions of the Administrative Procedure Act
(Chapter 3.5 (commencing with Section 11340) of Part 1 of Division
3 of Title 2 of the Government Code). For the purposes of the
Administrative Procedure Act, including Section 11349.6 of the
Government Code, the adoption of the regulations shall be deemed
to be an emergency and necessary for the immediate preservation
of the public peace, health and safety, or general welfare,
notwithstanding subdivision (e) of Section 11346.1 of the
Government Code. Notwithstanding subdivision (e) of Section
11346.1 of the Government Code, any regulation adopted pursuant
to this section shall not remain in effect more than 180 days unless the
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Student Aid Commission complies with all provisions of the
Administrative Procedure Act (Chapter 3.5 (commencing with
Section 11340) of Part 1 of Division 3 of Title 2 of the Government
Code), as required by subdivision (e) of Section 11346.1 of the
Government Code.

SEC. 14. Section 71092 of the Education Code is amended to read:

71092. (a) The board of governors shall employ and fix the
compensation, in accordance with law, of assistants, clerical, and
other employees as it deems necessary for the effective conduct of
the work of the board and the chancellor’s office.

(b) Notwithstanding Section 19849.5 of the Government Code,
the Board of Governors of the California Community Colleges shall
designate the headquarters for each of its employees, except as
provided in Section 71004.

SEC. 15. Section 72670.5 is added to the Education Code, to read:

72670.5. (a) The Board of Governors of the California
Community Colleges may establish auxiliary organizations for the
purpose of providing supportive services and specialized programs
for the general benefit of the mission of the California Community
Colleges.

(b) Asused in this article:

(1) “Auxiliary organization” may include, but is not limited to, the
following entities:

(A) Any entity whose governing instrument provides in substance
both of the following:

(i) That its purpose is to promote or assist the Board of Governors
of the California Community Colleges, or to receive gifts, property,
and funds to be used for the benefit of the Board of Governors of the
California Community Colleges or any person or organization having
an official relationship therewith.

(i) That any of its directors, governors, or trustees are either
appointed or nominated by, or subject to, the approval of the Board
of Governors of the California Community Colleges or an official of
the California Community Colleges, or selected, ex officio, from the
membership of the Board of Governors or the administrative staff of
the California Community Colleges.

(B) Any entity which, exclusive of the foregoing subdivisions of
this section, is designated as an auxiliary organization by the Board
of Governors of the California Community Colleges.

(2) “District governing board” includes the Board of Governors
of the California Community Colleges, unless the context requires
otherwise.

(c) Any agreement between the Board of Governors of the
California Community Colleges and an auxiliary organization
established pursuant to this section shall provide for full
reimbursement from the auxiliary organization to the Board of
Governors of the California Community Colleges for any services
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performed by the employees of the board under the direction of, or
on behalf of, the auxiliary organization.

SEC. 16. Section 76360 of the Education Code is repealed.

SEC. 17. Section 76360 is added to the Education Code, to read:

76360. (a) The governing board of a community college district
may require students in attendance and employers of the district to
pay a fee, in an amount not to exceed forty dollars ($40) per semester
and twenty dollars ($20) per intersession to be established by the
board, for parking services. The fee shall only be required of students
and employees using parking services and shall not exceed the actual
cost of providing parking services.

To encourage ridesharing and carpooling, for a student who
certifies, in accordance with procedures established by the board,
that he or she regularly has two or more passengers commuting to the
community college with him or her in the vehicle parked at the
community college, the fee shall not exceed thirty dollars ($30) per
semester and ten dollars ($10) per intersession.

(b) The governing board may require payment of a parking fee
at a campus in excess of the limits set forth in subdivision (a) for the
purpose of funding the construction of on-campus parking facilities
if both of the following conditions exist at the campus:

(1) The full-time equivalent (FTES) per parking space on the
campus exceeds the statewide average FTES per parking space on
community college campuses.

(2) The market price per square foot of land adjacent to the
campus exceeds the statewide average market price per square foot
of land adjacent to community college campuses.

If the governing board requires payment of a parking fee in excess
of the limits set forth in subdivision (a), the fee may not exceed the
actual cost of constructing a parking structure.

(c) Students who receive financial assistance pursuant to any
programs described in subdivision (g) of Section 76300 shall be
exempt from parking fees imposed pursuant to this section that
exceed twenty dollars ($20) per semester.

(d) The governing board of a community college district may also
require the payment of a fee, to be established by the governing
board, for the use of parking services by persons other than students
and employees.

(e) All parking fees collected shall be deposited in the designated
fund of the district in accordance with the California Community
Colleges Budget and Accounting Manual and shall be expended only
for parking services or for purposes of reducing the costs to students
and employees of the college of using public transportation to and
from the college.

(f) Fees collected for use of parking services provided for by
investment of student body funds under the authority of Section
76064 shall be deposited in a designated fund in accordance with the
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California Community Colleges Budget and Accounting Manual for
repayment to the student organization.

(g) “Parking services,” as used in this section, means the purchase,
construction, and operation and maintenance of parking facilities for
vehicles and motor vehicles as defined by Sections 415 and 670 of the
Vehicle Code.

SEC. 18. Section 76361 of the Education Code is repealed.

SEC. 19. Section 76361 is added to the Education Code, to read:

76361. (a) The governing board of a community college district
may require students in attendance and employees at a campus of the
district to pay a fee for purposes of partially or fully recovering
transportation costs incurred by the district or of reducing fares for
services provided by common carriers or municipally owned transit
systems to these students and employees.

(b) Fees authorized by subdivision (a) for transportation services
may be required to be paid only by students and employees using the
services, or, in the alternative, by either of the following groups of
people:

(1) Upon the favorable vote of a majority of the students and a
majority of the employees of a campus of the district, who voted at
an election on the question of whether or not the governing board
should require all students and employees at the campus to pay a fee
for transportation services for a period of time to be determined by
the governing board of the district, the fees may be required to be
paid by all students and all employees of the campus of the
community college district.

(2) Upon the favorable vote of a majority of the students at a
campus of the district, who voted at an election on the question of
whether or not the governing board should require all students to pay
a fee for transportation services for a period of time to be determined
by the governing board of the district, the fees may be required to
be paid by all students at the campus of the community college
district. However, the employees shall not be entitled to use the
services.

(c) If, pursuant to this section, a fee is required of students for
transportation services, any fee required of a part-time student shall
be a pro rata lesser amount than the fee charged to full-time students,
depending on the number of units for which the part-time student
is enrolled. In addition, a governing board maintaining
transportation services shall adopt rules and regulations governing
the exemption of low-income students from required fees, and may
adopt rules and regulations that provide for the exemption of others.

(d) The total fees to be established periodically by the governing
board pursuant to this section shall not exceed the amount necessary
to reimburse the district for transportation costs incurred by the
district in providing the transportation service. The sum of the fee
authorized pursuant to this section for transportation services and
the fee authorized pursuant to Section 76360 for parking services shall
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not exceed sixty dollars ($60) per semester or thirty dollars ($30) per
intersession, or the proportionate equivalent for part-time
enrollment.

(e) The governing board of a community college district also may
require the payment of a fee, to be fixed by the governing board, for
the use of transportation services by persons other than students and
employees.

(f) This section does not apply to, and no fee shall be charged for,
on-campus shuttles or other transportation services operated on a
campus or between the campus and parking facilities owned by the
district.

SEC. 20. Section 76361.5 of the Education Code is repealed.

SEC.21. Section 76390 of the Education Code is repealed.

SEC.22. Section 76391 of the Education Code is repealed.

SEC. 23. Section 88064 of the Education Code is amended to read:

88064. (a) To be eligible for appointment or reappointment to
the commission, a person shall meet both of the following
requirements:

(1) Be a registered voter and resident within the territorial
jurisdiction of the community college district.

(2) Be a known adherent to the principle of the merit system.

(b) No member of the governing board of any community college
district or a county board of education shall be eligible for
appointment, reappointment, or continuance as a member of the
commission. During his or her term of service, a member of the
commission shall not be an employee of the district.

(c) As used in this section, “known adherent to the principle of the
merit system,” with respect to a new appointee, shall mean a person
who by the nature of his or her prior public or private service has
given evidence that he or she supports the concept of employment,
continuance in employment, in-service promotional opportunities,
and other related matters on the basis of merit and fitness. As used
in this section, “known adherent to the principle of the merit
system,” with respect to a candidate for reappointment, shall mean
a commissioner who has clearly demonstrated through meeting
attendance and actions that he or she does, in fact, support the merit
system and its operation.

SEC. 23.5. Section 89048 of the Education Code is amended to
read:

89048. Notwithstanding Article 1 (commencing with Section
11000) of Chapter 1 of Part 1, Article 2 (commencing with Section
14660) of Chapter 2 of Part 5.5, and Part 11 (commencing with
Section 15850), of Division 3 of Title 2 of the Government Code, or
any other provision of law to the contrary, the trustees may perform
the following functions, without prior approval of any other state
department or agency, when necessary to carry out the purposes of
the California State University:
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(a) Acquire easements or rights-of-way necessary for the proper
utilization of real property of the California State University.

(b) Grant and convey in the name of the California State
University easements and rights-of-way across property belonging to
the California State University subject to the conditions, limitations,
restrictions, and reservations the trustees determine are in the best
interests of the California State University.

(c) Quitclaim the right, title, and interest of the California State
University in and to easements and rights-of-way owned by the
California State University which the trustees determine are no
longer needed for California State University purposes.

(d) Sell or exchange any personal property belonging to the
California State University if the trustees determine that the sale or
exchange is in the best interests of the California State University.
Transactions under this subdivision shall be for consideration based
on fair market values.

(e) Lease any real property for the use of the California State
University.

(f) Sell, exchange, or otherwise dispose of real property acquired
from revenues generated by the parking and housing programs in
the California State University, to a recognized auxiliary organization
of the California State University, as authorized by Section 89901 of
the Education Code. The sale, exchange, or other disposition shall be
consistent with the requirements of any indenture or other
agreement to which the trustees are a party. Transactions under this
subdivision shall be for consideration based on the fair market value
of the property to be sold, exchanged, or otherwise disposed of, and
shall be subject to the following conditions:

(1) Where more than one auxiliary organization of the California
State University expresses interest in acquiring the property, the sale,
exchange, or other form of disposal shall be awarded to the highest
responsible bidder. The net present value of the projected proceeds
of a bid shall be used to determine the highest responsible bidder,
where applicable.

(2) When the real property for sale is an improvement situated on
land purchased with funds not generated by the parking or housing
programs of the California State University, rights to the land upon
which the improvement is situated, and access thereto, shall be
leased and not sold or exchanged to the acquiring party.

(3) When the real property for sale includes land purchased with
funds generated by the parking or housing programs of the California
State University, the property shall have at least one border with
property that is not owned by the California State University.

(g) Acquire, when it is in the best interests of the state, real
property with revenues generated by the parking and housing
programs of the California State University.

(1) Any acquisition of real property carried out pursuant to this
subdivision shall be reported annually to the Joint Legislative Budget
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Committee and to the Department of Finance by January 5 of each
year.

(2) Any acquisition carried out pursuant to this subdivision shall
include relocation assistance, when appropriate.

SEC. 24. Section 89701 of the Education Code is amended to read:

89701. (a) The trustees are authorized to acquire, pursuant to
the Property Acquisition Law (Part 11 (commencing with Section
15850) of Division 3 of Title 2 of the Government Code) or by lease
or other means, real property and to construct, operate, and maintain
motor vehicle parking facilities thereon for state university officers,
employees, students, or other persons. The trustees may prescribe
the terms and conditions of the parking, and of parking on facilities
existing on the effective date of this section, including the payment
of parking fees in the amounts and under the circumstances
determined by the trustees. Varying rates of parking fees may be
established for different localities or for different parking facilities.
In determining rates of parking fees, the trustees may consider the
rates charged in the same locality by other public agencies and by
private employers for employee parking, and the rates charged to
students by other universities and colleges.

(b) Except as otherwise provided in this section, revenues
received by the trustees from any of the motor vehicle parking
facilities, as well as from all parking facilities existing on the effective
date of this section, may be transmitted to the Treasurer and, if
transmitted, shall be deposited by that officer in the State Treasury
to the credit of the State University Parking Revenue Fund, which
fund is hereby created. The trustees may pledge all or any part of the
revenues in connection with bonds or notes issued pursuant to the
State University Revenue Bond Act of 1947 (Article 2 (commencing
with Section 90010) of Chapter 8), in which case the revenues shall
be deposited, transmitted, and used in the manner provided by that
act. All revenues received by the trustees from parking facilities, to
the extent not pledged in connection with bonds or notes issued
pursuant to the State University Revenue Bond Act of 1947, are
hereby appropriated, without regard to fiscal years, to the trustees for
the acquisition, construction, operation, and maintenance of motor
vehicle parking facilities on real property acquired hereunder or on
real property otherwise under the jurisdiction of the trustees, and for
the study, development, enhancement, operation, and maintenance
of alternate methods of transportation for officers, students, and
employees of the California State University. The trustees shall
allocate the funds for the construction of parking facilities for each
of the California State University campuses only after programs
incorporating alternate methods of transportation have been
thoroughly investigated and considered, as determined by the
alternative transportation committees of each campus and the
trustees, in consultation with students and local government officials.
Moneys in the State University Parking Revenue Fund may be
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invested by the Treasurer, upon approval of the trustees, in those
eligible securities listed in Section 16430 of the Government Code. All
interest or other earnings received pursuant to the investments shall
be deposited to the credit of the State University Parking Revenue
Fund.

(c) The Legislature, by this section, does not intend to authorize
the institution of a private parking program unrelated to state
purposes in competition with private industry.

(d) If any provision of this section is in conflict with any provision
of a memorandum of understanding reached pursuant to Chapter 12
(commencing with Section 3560) of Division 4 of Title 1 of the
Government Code, the memorandum of understanding shall be
controlling without further legislative action, except that if one or
more provisions of a memorandum of understanding require the
expenditure of funds, the provisions shall not become effective unless
approved by the Legislature in the annual Budget Act.

SEC. 25. Section 89702 of the Education Code is amended to read:

89702. (a) The Trustees of the California State University may
acquire, pursuant to the Property Acquisition Law (Part 11
(commencing with Section 15850) of Division 3 of Title 2 of the
Government Code) or by lease or other means, real property and
may construct and improve student health centers entirely or in part
by the use of funds acquired pursuant to this section.

(b) The trustees may prescribe under Section 89700 a fee to
provide for the acquisition, construction, and improvement of the
facilities, in the amounts and under the circumstances as may be
determined by the trustees.

(c) Except as otherwise provided in this section, revenues
received by the trustees from the facilities fee may be transmitted to
the Treasurer and, if transmitted, shall be deposited by that officer
in the State Treasury to the credit of the State University Facilities
Revenue Fund, which fund is hereby created. The trustees may
pledge all or any part of these revenues in connection with bonds or
notes issued pursuant to the State University Revenue Bond Act of
1947 (Article 2 (commencing with Section 90010) of Chapter 8), in
which case the revenues shall be deposited, transmitted, and used in
the manner provided by that law. All revenues received by the
trustees from the facilities fee, to the extent not pledged in
connection with bonds or notes issued pursuant to the State
University Revenue Bond Act of 1947, are hereby appropriated,
without regard to fiscal years, to the trustees for the acquisition,
construction, and improvement of student health centers on real
property acquired pursuant to this section or on real property
otherwise under the jurisdiction of the trustees. Moneys in the State
University Facilities Revenue Fund may be invested by the
Treasurer, upon approval of the trustees, in those eligible securities
listed in Section 16430 of the Government Code. All interest or other



[ Ch. 954 ] STATUTES OF 1998 7021

earnings received pursuant to the investments shall be deposited to
the credit of the State University Facilities Revenue Fund.

(d) All capital outlay projects in excess of sixty-five thousand
dollars ($65,000) to be constructed with revenue from the fee
established pursuant to this section shall be approved by the
Legislature.

SEC. 26. Section 89704 of the Education Code is amended to read:

89704. (a) Notwithstanding any other provision of law to the
contrary, revenues received by the Trustees of the California State
University from extension programs, special session, and other
self-supporting instructional programs, including but not limited to,
fees and charges required by the trustees, may be transmitted to the
Treasurer and, if transmitted, shall be deposited by that officer in the
State Treasury to the credit of the State University Continuing
Education Revenue Fund, which fund is hereby created, and which
is hereby designated as successor to the State College Extension
Program Revenue Fund.

(b) All revenues are hereby appropriated, without regard to fiscal
years, to the trustees for the support and development of
self-supporting instructional programs of the California State
University. However, proposed expenditures or obligation to be
incurred during any fiscal year from the State University Continuing
Education Revenue Fund shall be contained in the budget submitted
for that fiscal year by the Governor pursuant to Section 12 of Article
IV of the Constitution, and shall be subject to Article 2 (commencing
with Section 13320) of Chapter 3 of Part 3 of Division 3 of Title 2 of
the Government Code.

(c) Moneys in the State University Continuing Education
Revenue Fund may be invested by the Treasurer, upon approval of
the trustees, in those eligible securities listed in Section 16430 of the
Government Code. All interest or other earnings received pursuant
to the investments shall be deposited to the credit of the State
University Continuing Education Revenue Fund.

SEC. 27. Section 89720 of the Education Code is amended to read:

89720. The trustees may accept on behalf of the state any gift,
bequest, devise, or donation of real or personal property whenever
the gift and the terms and conditions thereof will aid in carrying out
the primary functions of the California State University as specified
in subdivision (b) of Section 66010.4. Neither Section 11005 of the
Government Code nor any other law requiring approval by a state
officer of gifts, bequests, devises, or donations shall apply to these
gifts, bequests, devises, or donations. These gifts, bequests, devises, or
donations, and the disposition thereof, shall be annually reported to
the California Postsecondary Education Commission, the Joint
Legislative Budget Committee, and the Department of Finance by
January 5 of each year.

Notwithstanding Sections 11005.2 and 14664 of the Government
Code or any other law to the contrary, the trustees may sell or
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exchange interests in real property received pursuant to this section
when, in the judgment of the trustees, the sale or exchange is in the
best interests of the California State University. No sale or exchange
of an interest in real property made pursuant to this section shall
exceed ten million dollars ($10,000,000) per transaction.

Notwithstanding Sections 11005 and 15853 of the Government
Code or any other provision of law to the contrary, the trustees may
purchase interests in real property from moneys received pursuant
to this section, including those moneys received from the sale or
exchange of interests in real property pursuant to this section. Any
such purchase shall be consistent with any restrictions placed upon
the gift, bequest, devise, or donation and shall be in the best interests
of the California State University, as determined by the trustees.

No interest in any real property that is part of a main campus of any
of the institutions of the California State University listed in Section
89001 shall be sold or exchanged pursuant to this section.

Any sale or exchange of interests in real property carried out
pursuant to this section shall be reported annually to the California
Postsecondary Education Commission, the Joint Legislative Budget
Committee, and the Department of Finance, by January 5 of each
year.

SEC. 28. Section 89721 of the Education Code is amended to read:

89721. Notwithstanding any other provision of law to the
contrary, the chief fiscal officer of each campus of the California State
University shall deposit into and maintain in local trust accounts or
in trust accounts in accordance with Sections 16305 to 16305.7,
inclusive, of the Government Code, or in the California State
University Trust Fund, moneys received in connection with the
following sources or purposes:

(a) Gifts, bequests, devises, and donations received under Section
89720.

(b) Any student loan or scholarship fund program, including but
not limited to, student loan programs of the state, federal
government (including programs referred to in Section 89723), local
government, Or private sources.

(c) Advance payment for  anticipated  expenditures  or
encumbrances in connection with federal grants or contracts.

(d) Room, board, and similar expenses of students enrolled in the
international program of the California State University.

(e) Cafeteria replacement funds.

(f) Miscellaneous receipts in the nature of deposits subject to
return upon approval of a proper application.

(g) Fees and charges for services, materials, and facilities
authorized by Section 89700 where these fees or charges are required
of those persons who, at their option, use the services or facilities, or
are provided the materials, for which the fees or charges are made.
Fees and charges so received and deposited shall be used solely to
meet the costs of providing these services, materials, and facilities.



[ Ch. 954 ] STATUTES OF 1998 7023

(h) Fees for instructionally related activities as defined by the
trustees and as authorized by Section 89700 and revenues derived
from the conduct of the instructionally related activities. The trustees
shall have all authority necessary to administer and use the fees and
revenues received and deposited to support such instructionally
related activities.

(i) Fees for parking, health facilities or health services, and for
extension programs, special sessions, and other self-supporting
instructional programs.

(j) Revenue received by the trustees from the California State
Lottery Education Fund pursuant to Section 8880.5 of the
Government Code.

(k) Moneys received by the trustees for research, workshops,
conferences, institutes, and special projects.

SEC. 29. Section 89760 of the Education Code is amended to read:

89760. (a) The trustees may transfer money from one special
fund to another special fund or to the general fund in order to meet
the commitments of the California State University if the transferred
moneys are returned to the special fund of origin in time to fulfill the
purposes of the special fund. Interest shall be paid on all money
transferred to another special fund or to the general fund at a rate
determined by the trustees to be the current earning rate of the fund
from which the money was transferred.

(b) “Special fund,” as used in this section, means enterprise and
trust funds of the California State University and includes any fund
subject to the State University Revenue Bond Act of 1947 (Article 2
(commencing with Section 90010) of Chapter 8 of Part 55).

(c) This section does not authorize any transfer or loan of money
to or from any special fund or the General Fund if the transfer or loan
would impair a contractual obligation of the trustees, including, but
not necessarily limited to, contractual obligations incurred by the
trustees pursuant to the State University Revenue Bond Act of 1947.

SEC. 30. Section 19815 of the Government Code is amended to
read:

19815. As used in this part:

(a) “Department” means the Department of Personnel
Administration.

(b) “Director” means the Director of the Department of
Personnel Administration.

(c) “Division” means the Division of Labor Relations.

(d) “Employee” or ‘“state employee,” except where otherwise
indicated, means employees subject to the Ralph C. Dills Act
(Chapter 10.3 (commencing with Section 3512), Division 4, Title 1),
supervisory employees as defined in subdivision (g) of Section 3513,
managerial employees as defined in subdivision (e) of Section 3513,
confidential employees as defined in subdivision (f) of Section 3513,
employees of the Legislative Counsel Bureau, employees of the
Bureau of State Audits, employees of the Public Employment
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Relations Board, conciliators employed by the State Conciliation
Service within the Department of Industrial Relations, employees of
the Department of Personnel Administration, professional
employees of the Department of Finance engaged in technical or
analytical state budget preparation other than audit staff,
intermittent athletic inspectors who are employees of the State
Athletic Commission, professional employees in the
Personnel/Payroll Services Division of the Controller’s office and all
employees of the executive branch of government who are not
elected to office.

SEC. 31.  Section 24306 of the Revenue and Taxation Code is
amended to read:

24306. (a) For purposes of this section, the following terms have
the following meanings, as provided in the Golden State Scholarshare
Trust Act (Article 19 (commencing with Section 69980) of Chapter
2 of Part 42 of the Education Code):

(1) “Beneficiary” has the meaning set forth in subdivision (c) of
Section 69980 of the Education Code.

(2) “Benefit” has the meaning set forth in subdivision (d) of
Section 69980 of the Education Code.

(3) “Participant” has the meaning set forth in subdivision (h) of
Section 69980 of the Education Code.

(4) “Participation agreement” has the meaning set forth in
subdivision (i) of Section 69980 of the Education Code.

(5) “Scholarshare trust” has the meaning set forth in subdivision
(f) of Section 69980 of the Education Code.

(b) Except as otherwise provided in subdivision (c), gross income
of a participant shall not include any of the following:

(1) Any earnings under a Scholarshare trust, or a participation
agreement, as provided in Article 19 (commencing with Section
69980) of Chapter 2 of Part 42 of the Education Code.

(2) Contributions to the Scholarshare trust on behalf of a
beneficiary shall not be includable as gross income of that
beneficiary.

(c) (1) Any distribution under a Scholarshare trust participation
agreement shall be includable in the gross income of the distributee
in the manner as provided under Section 72 of the Internal Revenue
Code, as modified by Section 24272.2, to the extent not excluded from
gross income under any other provision of this part. For purposes of
applying Section 72 of the Internal Revenue Code, the following
apply:

(A) All Scholarshare trust accounts of which an individual is a
beneficiary shall be treated as one account, except as otherwise
provided.

(B) All distributions during an income year shall be treated as one
distribution.

(C) The value of the participation agreement, income on the
participation agreement, and investment in the participation
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agreement shall be computed as of the close of the calendar year in
which the income year begins.

(2) A contribution by a for-profit or nonprofit entity, or by a state
or local government agency, for the benefit of an owner or employee
of that entity or a beneficiary whom the owner or employee has the
power to designate, including the owner or employee’s minor
children, shall be included in the gross income of that owner or
employee in the year the contribution is made.

(3) For purposes of this subdivision, “distribution” includes any
benefit furnished to a beneficiary under a participation agreement,
as provided in Article 19 (commencing with Section 69980) of
Chapter 2 of Part 42 of the Education Code.

(4) (A) Paragraph (1) shall not apply to that portion of any
distribution that, within 60 days of distribution, is transferred to the
credit of another beneficiary under the Scholarshare trust who is a
“member of the family,” as that term is used in Section 2032A(e)(2)
of the Internal Revenue Code, of the former beneficiary of that
Scholarshare trust.

(B) Any change in the beneficiary of an interest in the
Scholarshare trust shall not be treated as a distribution for purposes
of paragraph (1) if the new beneficiary is a “member of the family,”
as that term is used in Section 2032A(e)(2) of the Internal Revenue
Code, of the former beneficiary of that Scholarshare trust.

SEC. 32. Section 1 of Chapter 851 of the Statutes of 1997 is
amended to read:

Section 1. The Legislature finds and declares all of the following:

(a) The general welfare and well-being of the State of California
are directly related to the educational levels and skills of the citizens
of the state. Therefore, a vital and valid public purpose of the state
is served by the creation and implementation of programs that
encourage and make possible the attainment of higher education by
the greatest number of citizens of the state.

(b) The Legislature finds, declares, and recognizes that the State
of California has limited resources to provide additional programs for
higher education funding and that the continued operation and
maintenance of the institutions of higher education in California and
the general welfare of the citizens and the state will be enhanced by
the creation of a program pursuant to which citizens and others may
invest money in a public trust for future application to the payment
of higher education expenses in the state and elsewhere and that the
creation of a means of encouragement of citizens in the investment
of funds for future higher education application represents the
carrying out of a valid and vital public purpose of the State of
California.

(c) In order to make available to the citizens of the state an
opportunity to fund future higher education needs for beneficiaries
with certain public assistance, and to ensure that California takes
advantage of recent changes in tax law that will benefit this state’s



7026 STATUTES OF 1998 [ Ch. 955]

citizens, it is necessary that a public trust be established in which the
citizens of the state and others may invest moneys for future
educational use.

(d) A program, with a minimal impact on the state treasury, that
encourages contributions in an amount equivalent to the maximum
estimated qualified higher education expenses, as defined by
subdivision (/) of Section 69980 and as established by the trust, that
can be incurred by a beneficiary to obtain a baccalaureate degree at
an institution of higher education in California for four years
commencing in the year the majority of beneficiaries of that age are
expected to be eligible to enroll in a higher education program, will
assist those middle-class families and students finding it hardest to pay
for higher education due to lack of savings, the high cost of loans, and
the scarcity of grants and scholarships. A savings program will further
encourage students to save for their own education at levels students
can afford, will encourage the lifetime habit of saving for things that
are important, and will foster appreciation of the value of investing
in one’s own education.

(e) A program that encourages nonprofit organizations or state or
local government agencies, including instrumentalities thereof, to
accumulate funds for the awarding of scholarships for recipients to
be designated in the future will benefit even the lowest income
families and students in this state, who otherwise are unable to save
sufficient amounts to pay for the expense of higher education.

(f) It is the intent of the Legislature to create the Golden State
Scholarshare Trust as a self-sustaining trust, paying all costs of
administration out of earnings on moneys on deposit therein. The
implementation and effectuation of the Golden State Scholarshare
Trust constitutes the carrying out of a valid and vital public purpose.

CHAPTER 955

An act making an appropriation for the payment of claims against
the State of California, and declaring the urgency thereof, to take
effect immediately.

[Approved by Governor September 28, 1998. Filed with
Secretary of State September 29, 1998.]

The people of the State of California do enact as follows:

SECTION 1. (a) The sum of two million two hundred sixteen
thousand eight hundred sixty-three dollars and forty-one cents
($2,216,863.41) is hereby appropriated from the General Fund to the
Executive Officer of the State Board of Control to pay claims
accepted by the State Board of Control in accordance with the
schedule set forth in subdivision (b). Those payments shall be made



[ Ch. 955] STATUTES OF 1998 7027

from the funds and accounts identified in that schedule. In the case
of Budget Act item schedules identified in the schedule set forth in
subdivision (b), those payments shall be made from the funds
appropriated in the item schedule.

(b) Pursuant to subdivision (a), claims accepted by the State
Board of Control shall be paid in accordance with the following
schedule:

Total for Fund: Architecture Revolving

Fund (0602) . ..o $90,000.00
Total for Fund: Bank and Corporation Tax

Fund (0084) . ..o $3,971.81
Total for Fund: California Residential

Earthquake Recovery Fund (0285) ........... $34.14
Total for Fund: Employment Development

Contingent Fund (0185) .................... $6,239.44
Total for Fund: Estate Tax Fund (0085) ......... $1,216.97
Total for Fund: Federal Trust Fund (0890) ...... $76.83
Total for Fund: General Fund (0001) ........... $1,161,079.69
Total for Fund: Health Care Deposit Fund

(0912) o $4,413.09
Total for Fund: Item 0860—001—0001(b),

Budget Act of 1998 .. ......... oo $58,600.00
Total for Fund: Item 0890—001—-0001(b),

Budget Act of 1998 ... ....oooii $18,678.74
Total for Fund: Item 1760—001—-0001,

Budget Act of 1998 ... ....ooui $824.00
Total for Fund: Item 1760—001-0666(a),

Budget Act of 1998 ... ..........coiiii. $1,668.00
Total for Fund: Item 1900—001—0950,

Budget Act of 1998 ... ..., $1,877.00
Total for Fund: Item 1920—001-0835(a),

Budget Actof 1998 ... .................ooo.. $172.44
Total for Fund: Item 2240—-001-0001(a),

Budget Actof 1998 ... ...................... $7.00
Total for Fund: Item 2660—001-0042(b),

Budget Actof 1998 ... ...................... $17,670.69
Total for Fund: Item 2720—001-0044(a),

Budget Act of 1998 ... ... $24,858.13

Total for Fund: Item 2740—001-0001,
Budget Act of 1998 ... ...................... $2,129.58
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Total for Fund: Item 2740—001-0044(a),
Budget Actof 1998 .................
Total for Fund: Item 3340—001-0001(a),
Budget Actof 1998 .................
Total for Fund: Item 3540—001-0001(a),
Budget Actof 1998 . ................
Total for Fund: Item 3600—001—0200(a),
Budget Actof 1998 . ................
Total for Fund: Item 3600—001—0200(e),
Budget Actof 1998 . ................
Total for Fund: Item 3790—001—-0001,
Budget Actof 1998 . ................
Total for Fund: Item 3790—001-0392(a),
Budget Actof 1998 .................
Total for Fund: Item 3860—001—-0001(a),
Budget Actof 1998 . ......... ... ...
Total for Fund: Item 3860—001-0001(d),
Budget Actof 1998 . ...... ... ... ...
Total for Fund: Item 3940—001-0001(a),
Budget Actof 1998 . ...... ... ... ...
Total for Fund: Item 4140—001-0001(a),
Budget Actof 1998 . ...... ... ... ...
Total for Fund: Item 4200—001-0001(a),
Budget Actof 1998 .. ..... ... ... ...
Total for Fund: Item 4200—101-0001(a),
Budget Actof 1998 .................
Total for Fund: Item 4260—001—-0001(1),
Budget Actof 1998 . ................
Total for Fund: Item 4260—001-0001(2),
Budget Actof 1998 .................
Total for Fund: Item 4300—001-0001(a),
Budget Actof 1998 .................
Total for Fund: Item 4300—003—-0001(a),
Budget Actof 1998 .................
Total for Fund: Item 4440—001-0001(a),
Budget Actof 1998 . ................
Total for Fund: Item 4440—011-0001(b),
Budget Actof 1998 . ................
Total for Fund: Item 4700—101-0890(a),
Budget Actof 1998 ....... ... ... ...

STATUTES OF 1998
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$1,505.65
$4,290.65
$1,174.44
$219.04
$1,250.00
$98,848.53
$1,179.31
$959.00
$1,381.04
$2,704.37
$1,063.00
$11,090.00
$4,175.00
$78,674.21
$19,062.91
$500.00
$7,818.00
$3,952.05
$1,495.00

$1,099.58
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Total for Fund: Item 5100—001—-0870(a),

Budget Act of 1998 .. ..........ooiiiii. .. $4,910.91
Total for Fund: Item 5100—001—-0870(b),

Budget Act of 1998 .. ...........ooiiiiii. . $210.00
Total for Fund: Item 5160—001—-0001(a),

Budget Act of 1998 ... ...................... $47,592.53
Total for Fund: Item 5180—001—-0001(a),

Budget Actof 1998 ... ...................... $1,153.24
Total for Fund: Item 5180—001-0001(c),

Budget Act of 1998 ... ..., $3,460.66
Total for Fund: Item 5240—001-0001(a),

Budget Act of 1998 ... ..., $213,100.86
Total for Fund: Item 5460—001—-0001(a),

Budget Act of 1998 ................. i, $234.40
Total for Fund: Item 6110—001-0001(a),

Budget Act of 1998 ... ..o $500.00
Total for Fund: Item 6420—001-0001(a),

Budget Act of 1998 ... ..o $241.82
Total for Fund: Item 6610—001-0001(a),

Budget Act of 1998 ... ....oiei $2,965.60
Total for Fund: Item 6870—001—0001,

Budget Act of 1998 ... ..o $95,000.00
Total for Fund: Item 8100—001-0001(c),

Budget Act of 1998 ... ....ooeie $873.67
Total for Fund: Item 8350—001-0001(1),

Budget Act of 1998 ... ..., $1,669.62
Total for Fund: Item 8350—-001-0001(10),

Budget Act of 1998 ... ..........coiiii. $3,809.28
Total for Fund: Item 8350—001—-0001(3),

Budget Actof 1998 ... .................oo.. $11,858.76
Total for Fund: Item 8350—001—-0001(6),

Budget Act of 1998 ... ...................... $548.00
Total for Fund: Item 8450—001-0001(b),

Budget Act of 1998 ... .................oi.. $48.48
Total for Fund: Item 8510—001—0264(a),

Budget Act of 1998 ... ... $18,697.50
Total for Fund: Item 8550—001—-0191(a),

Budget Act of 1998 ... ... $500.00

Total for Fund: Item 8660—001—0462(a),
Budget Act of 1998 ... ..o $375.00
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Total for Fund: Item 8700—001-0001(a),
Budget Actof 1998 . .......... ... . ...
Total for Fund: Item 8700—001-0001(c),
Budget Actof 1998 ....... ... ... . ...
Total for Fund: Item 8955—001-0001(b),
Budget Actof 1998 .............. ... ...
Total for Fund: Item 8960—011—-0001(a),
Budget Actof 1998 .............. ... ...
Total for Fund: Motor Vehicle Account, State
Transportation Fund (0044) ............
Total for Fund: Motor Vehicle License Fee
Account, Transportation Tax Fund (0064) .
Total for Fund: Petroleum Violation Escrow
Account (0853) ...t
Total for Fund: Restitution Fund (0214) . ...
Total for Fund: Retail Sales Tax Fund (0094)
Total for Fund: State Highway Account, State
Transportation Fund (0042) ............
Total for Fund: State Lottery Fund (0562) ..
Total for Fund: Tax Relief and Refund
Account (0027) ...ovvvviiinn .
Total for Fund: Unclaimed Property Fund
(0970)
Total for Fund: Unemployment
Compensation Disability Fund (0588) .. ..
Total for Fund: Welfare Advance
Fund (0696) . ... ...

[ Ch. 955

$508.28
$374.00
$685.00
$280.00
$1,268.00
$773.00

$58.64

$7,532.68
$1,834.93

$4,919.40
$2,014.76

$136,343.02
$358.51
$15,564.59

$638.94

SEC. 2. Notwithstanding any other provision of law, Schedules
(b) and (c) of Item 0860-001-0001 of Section 2.00 of the Budget Act
of 1998 shall each be increased by fifty-eight thousand six hundred
dollars ($58,600) to reflect the payment of claims from Schedule (b)

of that item by Section 1 of this act.

SEC. 3. This act is an urgency statute necessary for the immediate
preservation of the public peace, health, or safety within the meaning
of Article IV of the Constitution and shall go into immediate effect.

The facts constituting the necessity are:

In order to pay claims against the state and end hardship to
claimants as quickly as possible, it is necessary for this act to take

effect immediately.
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CHAPTER 956

An act relating to the payment of judgments and settlement claims
against the State of California, making an appropriation therefor, and
declaring the urgency thereof, to take effect immediately.

[Approved by Governor September 28, 1998. Filed with
Secretary of State September 29, 1998.]

The people of the State of California do enact as follows:

SECTION 1. The sum of three million six hundred eighty
thousand nine hundred twenty-nine dollars and sixteen cents
($3,680,929.16) is hereby appropriated from the General Fund to the
Attorney General for allocation to pay the following judgments
pursuant to the following schedule:

(a) Seven hundred twelve thousand seven hundred eighty dollars
and fifty cents ($712,780.50) to pay attorney fees, including interest,
awarded in the case of American Academy of Pediatrics v. Daniel E.
Lungren (Superior Court; City and County of San Francisco, Case
No. 884574).

(b) Two hundred two thousand one hundred forty-eight dollars
and sixty-six cents ($202,148.66) to pay a stipulation and judgment,
including interest, in the case of China Airlines, et.al.,, v. California
Department of Food and Agriculture (Superior Court; Los Angeles
County, Case No. BC161625).

(c) Two million seven hundred sixty-six thousand dollars
($2,766,000) to pay all claims related to the construction project
pertaining to the California Science Center Facility Phase I pursuant
to the settlement agreement between the Keller Construction Co.,
Ltd. and the Department of General Services, including interest.

SEC. 2. This act is an urgency statute necessary for the immediate
preservation of the public peace, health, or safety within the meaning
of Article IV of the Constitution and shall go into immediate effect.
The facts constituting the necessity are:

In order to pay judgments and settlement claims against the state
and end hardship to claimants as quickly as possible, it is necessary
for this act to take effect immediately.

CHAPTER 957

An act to amend Section 17017.9 of the Education Code, relating
to school facilities.

[Approved by Governor September 28, 1998. Filed with
Secretary of State September 29, 1998.]
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The people of the State of California do enact as follows:

SECTION 1. Section 17017.9 of the Education Code is amended
to read:

17017.9. (a) Notwithstanding any other provision of law, a
project shall be accorded, subject to subdivision (b), the priority
status that otherwise is accorded under Section 17017.7 to a project
for which state funding is requested for only 50 percent of the cost,
if all of the following conditions are met:

(1) The applicant district documents to the satisfaction of the
board that it has incurred bonded indebtedness in an amount not less
than 95 percent of the bonding capacity of the district. “Bonded
indebtedness” for the purposes of this section includes, but is not
limited to, funding provided pursuant to Chapter 2.5 (commencing
with Section 53311) of Part 1 of Division 2 of Title 5 of the
Government Code.

(2) The applicant district agrees that up to 95 percent of the
unexpended bonding capacity of the district, existing on or after the
date of the district’s first application for project funding pursuant to
this section, shall apply toward the cost of projects.

(3) Either of the following apply:

(A) The applicant district agrees that developer fees imposed
pursuant to Section 17620 shall apply toward the cost of projects for
which the district requests state funding pursuant to this chapter, not
to exceed 50 percent of the cost of any project. Fees needed for
interim housing for capital outlay purposes for modernization and
new construction projects, school district administration capital
outlay projects, and capital outlay projects for transportation needs,
are exempt from this requirement.

(B) The applicant is a school district with an average daily
attendance of 2,500 or less.

(b) An applicant district qualifying for the priority status
described in subdivision (a) as to any project shall continue to be
accorded that status for all subsequent projects under this chapter
until the time that the bonding capacity of the district determined
for purposes of that subdivision increases by 20 percent.

(c) The condition set forth in paragraph (2) of subdivision (a)
shall apply until either the applicant district’s eligibility under this
section terminates pursuant to subdivision (b), or funding for the
district is approved and apportioned under this chapter for a project
for which 50 percent or more of the cost is provided by the district
from funding sources other than any state program administered by
the board, whichever occurs first.

(d) Notwithstanding any other provision of law, as to any project
for which priority status is accorded pursuant to subdivision (a), the
estimate of average daily attendance for the applicant district may
be calculated, upon request of the district, in the manner set forth in
subdivision (a) of Section 17040.3.
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(e) The board may recalculate program allowances and
apportionments pursuant to this section.

CHAPTER 958

An act to add Section 104.21 to the Streets and Highways Code,
relating to highways.

[Approved by Governor September 28, 1998. Filed with
Secretary of State September 29, 1998.]

The people of the State of California do enact as follows:

SECTION 1. Section 104.21 is added to the Streets and Highways
Code, to read:

104.21. (a) (1) The department may lease airspace under the
interchange of Route 4 and Sutter Street in San Joaquin County to any
city, county, or other political subdivision, or any state agency, for
feeding program purposes. The department may provide
information to those entities regarding the lease of that airspace for
that use. Property may be leased under this section only if there is no
buyer for the property. The lease shall be for one dollar ($1) per
month. The lease amount may be paid in advance of the term
covered in order to reduce the administrative costs associated with
the payment of the monthly rental fee.

(2) Any lease executed under this section shall also provide for the
cost of administering the lease. The administrative fee shall not
exceed five hundred dollars ($500) per year unless the department
determines that a higher administrative fee is necessary.

(b) The Legislature finds and declares that the lease of real
property under this section serves a public purpose.

(c) Upon the request of the City of Stockton, the department may
renew the lease for the period requested by the city, but not to
exceed 10 years, and may, subsequent to that renewal, agree to not
more than two additional renewals of not more than 10 years each.

(d) This section shall become operative on July 1, 1999.

CHAPTER 959

An act to add Section 290.95 to the Penal Code, relating to sex
offenders.

[Approved by Governor September 28, 1998. Filed with
Secretary of State September 29, 1998.]
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The people of the State of California do enact as follows:

SECTION 1. Section 290.95 is added to the Penal Code, to read:

290.95. Every person required to register under Section 290, who
applies or accepts a position as an employee or volunteer with any
person, group, or organization where the registrant would be
working directly and in an unaccompanied setting with minor
children on more than an incidental and occasional basis or have
supervision or disciplinary power over minor children, shall disclose
his or her status as a registrant, upon application or acceptance of a
position, to that person, group, or organization. A violation of this
section is a misdemeanor punishable by imprisonment in a county jail
for not exceeding six months, by a fine not exceeding one thousand
dollars ($1,000), or by both that imprisonment and fine, and a
violation of this section shall not constitute a continuing offense.

SEC. 2. No reimbursement is required by this act pursuant to
Section 6 of Article XIII B of the California Constitution because the
only costs that may be incurred by a local agency or school district will
be incurred because this act creates a new crime or infraction,
eliminates a crime or infraction, or changes the penalty for a crime
or infraction, within the meaning of Section 17556 of the Government
Code, or changes the definition of a crime within the meaning of
Section 6 of Article XIII B of the California Constitution.

Notwithstanding Section 17580 of the Government Code, unless
otherwise specified, the provisions of this act shall become operative
on the same date that the act takes effect pursuant to the California
Constitution.

CHAPTER 960

An act to amend Sections 17, 290.6, 1243, and 1467 of, and to add
Sections 290.8 and 290.85 to, the Penal Code, relating to sex offender
registration.

[Approved by Governor September 28, 1998. Filed with
Secretary of State September 29, 1998.]

The people of the State of California do enact as follows:

SECTION 1. Section 17 of the Penal Code is amended to read:

17. (a) A felony is a crime which is punishable with death or by
imprisonment in the state prison. Every other crime or public offense
is a misdemeanor except those offenses that are classified as
infractions.

(b) When a crime is punishable, in the discretion of the court, by
imprisonment in the state prison or by fine or imprisonment in the
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county jail, it is a misdemeanor for all purposes under the following
circumstances:

(1) After a judgment imposing a punishment other than
imprisonment in the state prison.

(2) When the court, upon committing the defendant to the Youth
Authority, designates the offense to be a misdemeanor.

(3) When the court grants probation to a defendant without
imposition of sentence and at the time of granting probation, or on
application of the defendant or probation officer thereafter, the court
declares the offense to be a misdemeanor.

(4) When the prosecuting attorney files in a court having
jurisdiction over misdemeanor offenses a complaint specifying that
the offense is a misdemeanor, unless the defendant at the time of his
or her arraignment or plea objects to the offense being made a
misdemeanor, in which event the complaint shall be amended to
charge the felony and the case shall proceed on the felony complaint.

(5) When, at or before the preliminary examination or prior to
filing an order pursuant to Section 872, the magistrate determines
that the offense is a misdemeanor, in which event the case shall
proceed as if the defendant had been arraigned on a misdemeanor
complaint.

(c) When a defendant is committed to the Youth Authority for a
crime punishable, in the discretion of the court, by imprisonment in
the state prison or by fine or imprisonment in the county jail, the
offense shall, upon the discharge of the defendant from the Youth
Authority, thereafter be deemed a misdemeanor for all purposes.

(d) A violation of any code section listed in Section 19.8 is an
infraction subject to the procedures described in Sections 19.6 and
19.7 when:

(1) The prosecutor files a complaint charging the offense as an
infraction unless the defendant, at the time he or she is arraigned,
after being informed of his or her rights, elects to have the case
proceed as a misdemeanor, or;

(2) The court, with the consent of the defendant, determines that
the offense is an infraction in which event the case shall proceed as
if the defendant had been arraigned on an infraction complaint.

(e) Nothing in this section authorizes a judge to relieve a
defendant of the duty to register as a sex offender pursuant to Section
290 if the defendant is charged with an offense for which registration
as a sex offender is required pursuant to Section 290, and for which
the trier of fact has found the defendant guilty.

SEC. 2. Section 290.6 of the Penal Code is amended to read:

290.6. (a) Fifteen days before the scheduled release date of a
person described in subdivision (b), the Department of Corrections
shall provide to local law enforcement all of the following
information regarding the person:

(1) Name.

(2) Community residence and address, including ZIP Code.
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(3) Physical description.

(4) Conviction information.

(b) This subdivision shall apply to any person sentenced to the
state prison who is required to register pursuant to Section 290 for a
conviction of an offense specified in paragraph (1) of subdivision (a)
of Section 290.4.

(c) For the purpose of this section, “law enforcement” includes
any agency with which the person will be required to register upon
his or her release pursuant to Section 290 based upon the person’s
community of residence upon release.

(d) If it is not possible for the Department of Corrections to
provide the information specified in subdivision (a) on a date that is
15 days before the scheduled release date, the information shall be
provided on the next business day following that date.

(e) The Department of Corrections shall notify local Ilaw
enforcement within 36 hours of learning of the change if the
scheduled release date or any of the required information changes
prior to the scheduled release date.

SEC. 3. Section 1243 of the Penal Code is amended to read:

1243.  An appeal to the Supreme Court or to a court of appeal from
a judgment of conviction stays the execution of the judgment in all
cases where a sentence of death has been imposed, but does not stay
the execution of the judgment or order granting probation in any
other case unless the trial or appellate court shall so order. The
granting or refusal of such an order shall rest in the discretion of the
court, except that a court shall not stay any duty to register as a sex
offender pursuant to Section 290. If the order is made, the clerk of the
court shall issue a certificate stating that the order has been made.

SEC. 4. Section 290.8 is added to the Penal Code, to read:

290.8. Effective January 1, 1999, any local law enforcement
agency that does not register sex offenders during regular daytime
business hours on a daily basis, excluding weekends and holidays,
shall notify the regional parole office for the Department of
Corrections and the regional parole office for the Department of the
Youth Authority of the days, times, and locations the agency is
available for registration of sex offenders pursuant to Section 290.

SEC.5. Section 290.85 is added to the Penal Code, to read:

290.85. Every parolee who is required to register as a sex offender,
pursuant to Section 290, shall provide proof of registration to his or
her parole agent within six working days of release on parole. The
six-day period for providing proof of registration may be extended
only upon determination by the parole agent that unusual
circumstances exist relating to the availability of local law
enforcement registration capabilities that preclude the parolee’s
ability to meet the deadline. Every parolee who is required to register
as a sex offender pursuant to Section 290 shall provide proof of any
revision or annual update to his or her registration information to his
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or her parole agent at his or her next scheduled supervision
appointment.

SEC. 6. Section 1467 of the Penal Code is amended to read:

1467. An appeal from a judgment of conviction does not stay the
execution of the judgment in any case unless the trial or a reviewing
court shall so order. The granting or refusal of such an order shall rest
in the discretion of the court, except that a court shall not stay any
duty to register as a sex offender pursuant to Section 290.

SEC. 7. Notwithstanding Section 17610 of the Government Code,
if the Commission on State Mandates determines that this act
contains costs mandated by the state, reimbursement to local
agencies and school districts for those costs shall be made pursuant
to Part 7 (commencing with Section 17500) of Division 4 of Title 2 of
the Government Code. If the statewide cost of the claim for
reimbursement does not exceed one million dollars ($1,000,000),
reimbursement shall be made from the State Mandates Claims Fund.

Notwithstanding Section 17580 of the Government Code, unless
otherwise specified, the provisions of this act shall become operative
on the same date that the act takes effect pursuant to the California
Constitution.

CHAPTER 961

An act to add Section 4536.5 to the Penal Code, and to amend
Sections 6600.05, 6601, 6602, 6602.5, 6603, 6609.1, 6609.2, and 6609.3 of,
and to amend, repeal, and add Section 6604.1 of, the Welfare and
Institutions Code, relating to sex offenses, and declaring the urgency
thereof, to take effect immediately.

[Approved by Governor September 28, 1998. Filed with
Secretary of State September 29, 1998.]

The people of the State of California do enact as follows:

SECTION 1. Section 4536.5 is added to the Penal Code, to read:

4536.5. The medical director or person in charge of a state
hospital or other public or private mental health facility to which a
person has been committed under the provisions of Article 4
(commencing with Section 6600) of Chapter 2 of Part 2 of the
Welfare and Institutions Code, shall promptly notify the Department
of Corrections Sexually Violent Predator Parole Coordinator, the
chief of police of the city in which the hospital or facility is located,
or the sheriff of the county if the hospital or facility is located in an
unincorporated area, of the escape of the person, and shall request
the assistance of the chief of police or sheriff in apprehending the
person, and shall, within 48 hours of the escape of the person, orally
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notify the court that made the commitment, the prosecutor in the
case, and the Department of Justice of the escape.

SEC. 2. Section 6600.05 of the Welfare and Institutions Code is
amended to read:

6600.05. (a) Until a permanent housing and treatment facility is
available, Atascadero State Hospital shall be used whenever a person
is committed to a secure facility for mental health treatment
pursuant to this article and is placed in a state hospital under the
direction of the State Department of Mental Health unless there are
unique circumstances that would preclude the placement of a person
at that facility. If a state hospital is not used, the facility to be used shall
be located on a site or sites determined by the Director of Corrections
and the Director of Mental Health. In no case shall a person
committed to a secure facility for mental health treatment pursuant
to this article be placed at Metropolitan State Hospital or Napa State
Hospital.

(b) A permanent facility for the housing and treatment of persons
committed pursuant to this article shall be located on a site or sites
determined by the Director of Corrections and the Director of
Mental Health, with approval by the Legislature through a trailer bill
or other legislation. The State Department of Mental Health shall be
responsible for operation of the facility, including the provision of
treatment. In no event shall any persons other than those placed
pursuant to this article be housed or treated at a facility established
pursuant to this subdivision unless expressly authorized by the
Legislature.

SEC. 3. Section 6601 of the Welfare and Institutions Code is
amended to read:

6601. (a) Whenever the Director of Corrections determines that
an individual who is in custody under the jurisdiction of the
Department of Corrections, and who is either serving a determinate
prison sentence or whose parole has been revoked, may be a sexually
violent predator, the director shall, at least six months prior to that
individual’s scheduled date for release from prison, refer the person
for evaluation in accordance with this section. However, if the inmate
was received by the department with less than nine months of his or
her sentence to serve, or if the inmate’s release date is modified by
judicial or administrative action, the director may refer the person
for evaluation in accordance with this section at a date that is less than
six months prior to the inmate’s scheduled release date.

(b) The person shall be screened by the Department of
Corrections and the Board of Prison Terms based on whether the
person has committed a sexually violent predatory offense and on a
review of the person’s social, criminal, and institutional history. This
screening shall be conducted in accordance with a structured
screening instrument developed and updated by the State
Department of Mental Health in consultation with the Department
of Corrections. If as a result of this screening it is determined that the
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person is likely to be a sexually violent predator, the Department of
Corrections shall refer the person to the State Department of Mental
Health for a full evaluation of whether the person meets the criteria
in Section 6600.

(c) The State Department of Mental Health shall evaluate the
person in accordance with a standardized assessment protocol,
developed and updated by the State Department of Mental Health,
to determine whether the person is a sexually violent predator as
defined in this article. The standardized assessment protocol shall
require assessment of diagnosable mental disorders, as well as various
factors known to be associated with the risk of reoffense among sex
offenders. Risk factors to be considered shall include criminal and
psychosexual history, type, degree, and duration of sexual deviance,
and severity of mental disorder.

(d) Pursuant to subdivision (c), the person shall be evaluated by
two practicing psychiatrists or psychologists, or one practicing
psychiatrist and one practicing psychologist, designated by the
Director of Mental Health. If both evaluators concur that the person
has a diagnosed mental disorder so that he or she is likely to engage
in acts of sexual violence without appropriate treatment and custody,
the Director of Mental Health shall forward a request for a petition
for commitment under Section 6602 to the county designated in
subdivision (i). Copies of the evaluation reports and any other
supporting documents shall be made available to the attorney
designated by the county pursuant to subdivision (i) who may file a
petition for commitment.

(e) If one of the professionals performing the evaluation pursuant
to subdivision (d) does not concur that the person meets the criteria
specified in subdivision (d), but the other professional concludes that
the person meets those criteria, the Director of Mental Health shall
arrange for further examination of the person by two independent
professionals selected in accordance with subdivision (g).

(f) If an examination by independent professionals pursuant to
subdivision (e) is conducted, a petition to request commitment
under this article shall only be filed if both independent professionals
who evaluate the person pursuant to subdivision (e) concur that the
person meets the criteria for commitment specified in subdivision
(d). The professionals selected to evaluate the person pursuant to
subdivision (g) shall inform the person that the purpose of their
examination is not treatment but to determine if the person meets
certain criteria to be involuntarily committed pursuant to this article.
It is not required that the person appreciate or understand that
information.

(g) Any independent professional who is designated by the
Director of Corrections or the Director of Mental Health for purposes
of this section shall not be a state government employee, shall have
at least five years of experience in the diagnosis and treatment of
mental disorders, and shall include psychiatrists and licensed
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psychologists who have a doctoral degree in psychology. The
requirements set forth in this section also shall apply to any
professionals appointed by the court to evaluate the person for
purposes of any other proceedings under this article.

(h) If the State Department of Mental Health determines that the
person is a sexually violent predator as defined in this article, the
Director of Mental Health shall forward a request for a petition to be
filed for commitment under this article to the county designated in
subdivision (i). Copies of the evaluation reports and any other
supporting documents shall be made available to the attorney
designated by the county pursuant to subdivision (i) who may file a
petition for commitment in the superior court.

(i) If the county’s designated counsel concurs with the
recommendation, a petition for commitment shall be filed in the
superior court of the county in which the person was convicted of the
offense for which he or she was committed to the jurisdiction of the
Department of Corrections. The petition shall be filed, and the
proceedings shall be handled, by either the district attorney or the
county counsel of that county. The county board of supervisors shall
designate either the district attorney or the county counsel to assume
responsibility for proceedings under this article.

(j) The time limits set forth in this section shall not apply during
the first year that this article is operative.

(k) If the person is otherwise subject to parole, a finding or
placement made pursuant to this article shall not toll, discharge, or
otherwise affect the term of parole pursuant to Article 1
(commencing with Section 3000) of Chapter 8 of Title 1 of Part 3 of
the Penal Code.

(/) Pursuant to subdivision (d), the attorney designated by the
county pursuant to subdivision (i) shall notify the State Department
of Mental Health of its decision regarding the filing of a petition for
commitment within 15 days of making that decision.

SEC. 4. Section 6602 of the Welfare and Institutions Code is
amended to read:

6602. (a) A judge of the superior court shall review the petition
and shall determine whether there is probable cause to believe that
the individual named in the petition is likely to engage in sexually
violent predatory criminal behavior upon his or her release. The
person named in the petition shall be entitled to assistance of counsel
at the probable cause hearing. If the judge determines there is not
probable cause, he or she shall dismiss the petition and any person
subject to parole shall report to parole. If the judge determines that
there is probable cause, the judge shall order that the person remain
in custody in a secure facility until a trial is completed and shall order
that a trial be conducted to determine whether the person is, by
reason of a diagnosed mental disorder, a danger to the health and
safety of others in that the person is likely to engage in acts of sexual
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violence upon his or her release from the jurisdiction of the
Department of Corrections or other secure facility.

(b) The court shall notify the State Department of Mental Health
of the outcome of the probable cause hearing by forwarding to the
department a copy of the minute order of the court within 15 days
of the decision.

SEC. 5. Section 6602.5 of the Welfare and Institutions Code, as
added by Section 4 of Chapter 19 of the Statutes of 1998, is amended
to read:

6602.5. (a) No person may be placed in a state hospital pursuant
to the provisions of this article until there has been a determination
pursuant to Section 6601.3 or 6602 that there is probable cause to
believe that the individual named in the petition is likely to engage
in sexually violent predatory criminal behavior.

(b) The State Department of Mental Health shall identify each
person for whom a petition pursuant to this article has been filed who
is in a state hospital on or after January 1, 1998, and who has not had
a probable cause hearing pursuant to Section 6602. The State
Department of Mental Health shall notify the court in which the
petition was filed that the person has not had a probable cause
hearing. Copies of the notice shall be provided by the court to the
attorneys of record in the case. Within 30 days of notice by the State
Department of Mental Health, the court shall either order the person
removed from the state hospital and returned to local custody or hold
a probable cause hearing pursuant to Section 6602.

(c) In no event shall the number of persons referred pursuant to
subdivision (b) to the superior court of any county exceed 10 in any
30-day period, except upon agreement of the presiding judge of the
superior court, the district attorney, the public defender, the sheriff,
and the Director of Mental Health.

(d) This section shall be implemented in Los Angeles County
pursuant to a letter of agreement between the Department of Mental
Health, the Los Angeles County district attorney, the Los Angeles
County public defender, the Los Angeles County sheriff, and the Los
Angeles County superior court. The number of persons referred to
the superior court of Los Angeles County pursuant to subdivision (b)
shall be governed by the letter of agreement.

SEC. 6. Section 6603 of the Welfare and Institutions Code is
amended to read:

6603. (a) A person subject to this article shall be entitled to a trial
by jury, the assistance of counsel, the right to retain experts or
professional persons to perform an examination on his or her behalf,
and have access to all relevant medical and psychological records and
reports. In the case of a person who is indigent, the court shall appoint
counsel to assist him or her, and, upon the person’s request, assist the
person in obtaining an expert or professional person to perform an
examination or participate in the trial on the person’s behalf.
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(b) The attorney petitioning for commitment under this article
shall have the right to demand that the trial be before a jury.

(c) If no demand is made by the person subject to this article or
the petitioning attorney, the trial shall be before the court without
jury.

(d) A unanimous verdict shall be required in any jury trial.

(e) The court shall notify the State Department of Mental Health
of the outcome of the trial by forwarding to the department a copy
of the minute order of the court within 72 hours of the decision.

SEC. 7. Section 6604.1 of the Welfare and Institutions Code, as
added by Section 5 of Chapter 19 of the Statutes of 1998, is amended
to read:

6604.1. (a) The two-year term of commitment provided for in
Section 6604 shall commence on the date upon which the court issues
the initial order of commitment pursuant to that section. The
two-year term shall not be reduced by any time spent in a secure
facility prior to the order of commitment. For subsequent extended
commitments, the term of commitment shall be from the date of the
termination of the previous commitment.

(b) This section shall become inoperative on July 1, 2001, and, as
of January 1, 2002, is repealed, unless a later enacted statute that is
enacted before January 1, 2002, deletes or extends the dates on which
it becomes inoperative and is repealed.

SEC. 8. Section 6604.1 is added to the Welfare and Institutions
Code, to read:

6604.1. (a) The two-year term of commitment provided for in
Section 6604 shall commence on the date upon which the court issues
the initial order of commitment pursuant to that section. For
subsequent extended commitments, the term of commitment shall
be from the date of the termination of the previous commitment.

(b) This section shall become operative on July 1, 2001.

SEC. 9. Section 6609.1 of the Welfare and Institutions Code is
amended to read:

6609.1. (a) When the State Department of Mental Health makes
a recommendation to the court for community outpatient treatment
for any person committed as a sexually violent predator, it shall notify
the sheriff or chief of police, or both, the district attorney, or the
county’s designated counsel, that have jurisdiction over the following
locations:

(1) The community in which the person may be released for
community outpatient treatment.

(2) The community in which the person maintained his or her last
legal residence as defined by Section 3003 of the Penal Code.

(3) The county which filed for the person’s civil commitment
pursuant to this article.

The department shall also notify the Department of Corrections’
Sexually Violent Predator Parole Coordinator, if the person is
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otherwise subject to parole pursuant to Article 1 (commencing with
Section 3000) of Chapter 8 of Title 1 of Part 3 of the Penal Code.

The notice shall be given at least 15 days prior to the department’s
submission of its recommendation to the court.

(b) When the State Department of Mental Health makes a
recommendation to pursue recommitment, a recommendation not
to pursue recommitment, or seeks a judicial review of commitment
status pursuant to subdivision (f) of Section 6605, of any person
committed as a sexually violent predator, it shall provide written
notice of that action to the sheriff or chief of police, or both, and to
the district attorney, that have jurisdiction over the following
locations:

(1) The community in which the person maintained his or her last
legal residence as defined by Section 3003 of the Penal Code.

(2) The probable community in which the person will be released,
if recommending not to pursue recommitment.

(3) The county which filed for the person’s civil commitment
pursuant to this article.

The State Department of Mental Health shall also notify the
Department of Corrections’ Sexually Violent Predator Parole
Coordinator, if the person is otherwise subject to parole pursuant to
Article 1 (commencing with Section 3000) of Chapter 8 of Title 1 of
the Penal Code. The notice shall be made at least 15 days prior to the
department’s submission of its recommendation to the court.

Those agencies receiving the notice referred to in this subdivision
shall have 15 days from receipt of the notice to provide written
comment to the department regarding the impending release. Those
comments shall be considered by the department, which may modify
its decision regarding the community in which the person is
scheduled to be released, based on those comments.

(c) If the court orders the release of a sexually violent predator,
the court shall notify the Department of Corrections Sexually Violent
Predator Parole Coordinator. The Department of Corrections shall
notify the State Department of Mental Health, the sheriff or chief of
police, or both, and the district attorney, that have jurisdiction over
the following locations:

(1) The community in which the person is to be released.

(2) The community in which the person maintained his or her last
legal residence as defined in Section 3003 of the Penal Code.

The Department of Corrections shall make the above notifications
regardless of whether the person released will be serving a term of
parole after release by the court.

(d) If the person is otherwise subject to parole pursuant to Article
1 (commencing with Section 300) of Chapter 8 of Title 1 of Part 3 of
the Penal Code, to allow adequate time for the Department of
Corrections to make appropriate parole arrangements upon release
of the person, the person shall remain in physical custody for a period
not to exceed 72 hours or until parole arrangements are made by the
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Department of Corrections’” Sexually Violent Predator Parole
Coordinator, whichever is sooner. To facilitate timely parole
arrangements, notification to the Department of Corrections’
Sexually Violent Predator Parole Coordinator of the pending release
shall be made by telephone or facsimile and, to the extent possible,
notice of the possible release shall be made in advance of the
proceeding or decision determining whether to release the person.

(e) The notice required by this section shall be made whether or
not a request has been made pursuant to Section 6609.

(f) The time limits imposed by this section are not applicable
where the release date of a sexually violent predator has been
advanced by a judicial or administrative process or procedure that
could not have reasonably been anticipated by the State Department
of Mental Health and where, as the result of the time adjustments,
there is less than 30 days remaining on the commitment before the
inmate’s release, but notice shall be given as soon as practicable. In
no case shall notice required by this section to the appropriate agency
be later than the day of release.

(g) The provisions of this section are severable. If any provision of
this section or its application is held invalid, that invalidity shall not
affect other provisions or applications that can be given effect
without the invalid provision or application.

SEC. 10. Section 6609.2 of the Welfare and Institutions Code is
amended to read:

6609.2. (a) When any sheriff or chief of police is notified by the
State Department of Mental Health of its recommendation to the
court concerning the disposition of a sexually violent predator
pursuant to subdivision (a) or (b) of Section 6609.1, that sheriff or
chief of police may notify any person designated by the sheriff or
chief of police as an appropriate recipient of the notice.

(b) A law enforcement official authorized to provide notice
pursuant to this section, and the public agency or entity employing
the law enforcement official, shall not be liable for providing or
failing to provide notice pursuant to this section.

SEC. 11. Section 6609.3 of the Welfare and Institutions Code is
amended to read:

6609.3. (a) At the time a notice is sent pursuant to subdivisions
(a) and (b) of Section 6609.1, the sheriff, chief of police, or district
attorney notified of the release shall also send a notice to persons
described in Section 679.03 of the Penal Code who have requested a
notice, informing those persons of the fact that the person who
committed the sexually violent offense may be released together
with information identifying the court that will consider the
conditional release, recommendation regarding recommitment, or
review of commitment status pursuant to subdivision (f) of Section
6605. When a person is approved by the court to be conditionally
released, notice of the community in which the person is scheduled
to reside shall also be given only if it is (1) in the county of residence
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of a witness, victim, or family member of a victim who has requested
notice, or (2) within 100 miles of the actual residence of a witness,
victim, or family member of a victim who has requested notice. If,
after providing the witness, victim, or next of kin with the notice,
there is any change in the release date or the community in which
the person is to reside, the sheriff, chief of police, or the district
attorney shall provide the witness, victim, or next of kin with the
revised information.

(b) At the time a notice is sent pursuant to subdivision (c) of
Section 6609.1 the Department of Corrections shall also send a notice
to persons described in Section 679.03 of the Penal Code who have
requested a notice informing those persons of the fact that the person
who committed the sexually violent offense has been released.

(c) In order to be entitled to receive the notice set forth in this
section, the requesting party shall keep the sheriff, chief of police,
and district attorney who were notified under Section 679.03 of the
Penal Code, informed of his or her current mailing address.

SEC. 12. No reimbursement is required by Section 1 of this act
pursuant to Section 6 of Article XIII B of the California Constitution
for certain costs that may be incurred by a local agency or school
district because in that regard this act creates a new crime or
infraction, eliminates a crime or infraction, or changes the penalty for
a crime or infraction, within the meaning of Section 17556 of the
Government Code, or changes the definition of a crime within the
meaning of Section 6 of Article XIII B of the California Constitution.

However, notwithstanding Section 17610 of the Government
Code, if the Commission on State Mandates determines that this act
contains other costs mandated by the state, reimbursement to local
agencies and school districts for those costs shall be made pursuant
to Part 7 (commencing with Section 17500) of Division 4 of Title 2 of
the Government Code. If the statewide cost of the claim for
reimbursement does not exceed one million dollars ($1,000,000),
reimbursement shall be made from the State Mandates Claims Fund.

Notwithstanding Section 17580 of the Government Code, unless
otherwise specified, the provisions of this act shall become operative
on the same date that the act takes effect pursuant to the California
Constitution.

SEC. 13. This act is an urgency statute necessary for the
immediate preservation of the public peace, health, or safety within
the meaning of Article IV of the Constitution and shall go into
immediate effect. The facts constituting the necessity are:

In order to provide immediate protection to the public from
sexually violent predators who will be released in the near future, it
is necessary that this act take effect immediately.
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CHAPTER 962

An act to amend Section 17155 of the Revenue and Taxation Code,
and to add Section 11008.19 to the Welfare and Institutions Code,
relating to holocaust victims, and making an appropriation therefor.

[Approved by Governor September 29, 1998. Filed with
Secretary of State September 29, 1998.]

The people of the State of California do enact as follows:

SECTION 1. Section 17155 of the Revenue and Taxation Code is
amended to read:

17155. Gross income shall not include either of the following:

(a) (1) Any amount, including any interest or property, that is
received as compensation in any taxable year by a taxpayer pursuant
to the German Act Regulating Unresolved Property Claims, as
amended (Gesetz zur Regelung offener Vermogensfragen).

(2) For purposes of this subdivision, the basis of any property
received pursuant to the German Act Regulating Unresolved
Property Claims shall be the fair market value of the property at the
time of receipt by the taxpayer.

(b) (1) Any amount received by a taxpayer who is a Holocaust
victim or the heir or beneficiary of a Holocaust victim as a result of
a settlement of claims against any entity or individual for any
recovered asset.

(2) For purposes of this subdivision:

(A) “Holocaust victim” means a person who was persecuted by
Nazi Germany or any Axis regime during any period from 1933 to
1945, inclusive.

(B) “Recovered asset” means any asset of any type, including any
bank deposits, insurance proceeds, or artwork owned by a Holocaust
victim during any period from 1920 to 1945, inclusive, withheld from
that Holocaust victim or his or her heirs or beneficiaries from and
after 1945, and not recovered, returned, or otherwise compensated
to a Holocaust victim or his or her heirs or beneficiaries until 1995,
or thereafter. “Recovered asset” shall also include any interest
earned on any of these assets.

SEC. 2. Section 11008.19 is added to the Welfare and Institutions
Code, to read:

11008.19. (a) Notwithstanding any other provision of law, any
amount, including any interest or property, received by a holocaust
victim, as defined in subparagraph (A) of paragraph (2) of
subdivision (b) of Section 17155 of the Revenue and Taxation Code
either as compensation pursuant to the German Act Regulating
Unresolved Property Claims, as amended (Gesetz zur Regelung
offener Vermogensfragen), or as a result of a settlement of claims
against any entity or individual for any recovered asset, shall not be
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considered as income or resources for purposes of determining
eligibility to receive Medi-Cal benefits or public assistance benefits
or the amounts of those benefits.

(b) This section shall not be construed to permit any retroactive
services or payments to be provided to recipients of Medi-Cal or
public assistance benefits.

SEC. 3. Notwithstanding Section 17610 of the Government Code,
if the Commission on State Mandates determines that this act
contains costs mandated by the state, reimbursement to local
agencies and school districts for those costs shall be made pursuant
to Part 7 (commencing with Section 17500) of Division 4 of Title 2 of
the Government Code. If the statewide cost of the claim for
reimbursement does not exceed one million dollars ($1,000,000),
reimbursement shall be made from the State Mandates Claims Fund.

Notwithstanding Section 17580 of the Government Code, unless
otherwise specified, the provisions of this act shall become operative
on the same date that the act takes effect pursuant to the California
Constitution.

CHAPTER 963

An act to amend Section 1523 of the Code of Civil Procedure, and
to amend Section 12936 of, and to add Sections 790.15 and 12967 to,
the Insurance Code, relating to insurance practices, making an
appropriation therefor, and declaring the urgency thereof, to take
effect immediately.

[Approved by Governor September 29, 1998. Filed with
Secretary of State September 29, 1998.]

The people of the State of California do enact as follows:

SECTION 1. Section 1523 of the Code of Civil Procedure is
amended to read:

1523. If an insurer, after a good faith effort to locate and deliver
to a policyholder a Proposition 103 rebate ordered or negotiated
pursuant to Section 1861.01 of the Insurance Code, determines that
a policyholder cannot be located, all funds attributable to that rebate
escheat to the state and shall be delivered to the Controller. The
funds subject to escheat on or after July 1, 1997, shall be transferred
by the Controller to the Department of Insurance for deposit in the
Insurance Fund in the following amounts and for the following
purposes:

(a) Up to the amount that will repay principal and interest on the
General Fund loan authorized by Item 0845-001-0001 of the Budget
Act of 1996 for expenditure as provided in Section 12936 of the
Insurance Code.
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(b) The sum of four million dollars ($4,000,000) for expenditure
during the 1998-1999 fiscal year as provided in Section 12967 of the
Insurance Code.

SEC. 2. Section 790.15 is added to the Insurance Code, to read:

790.15. (a) If an insurer or any affiliate of an insurer has failed to
pay any valid claim from Holocaust survivors, the certificate of
authority of the insurer shall be suspended until the insurer, or its
affiliates, pays the claim or claims.

(b) As used in this section:

(1) “Holocaust survivor” means any person who is the beneficiary
of an insurance policy, if the insurance policy insured a person’s life,
property, or other interest, and the insured person was killed, died,
was displaced, or was otherwise a victim of persecution of Jewish and
other peoples preceding and during World War II by Germany, its
allies, or sympathizers.

(2) “Beneficiary” means any person or entity entitled to recover
under any policy of insurance, including any named beneficiary, any
heir of a named beneficiary, and any other person entitled to recover
under the policy.

(3) “Claim” means any claim submitted by a Holocaust survivor
or other beneficiary arising under an insurance policy for any loss or
damage caused by or arising because of discriminatory practices or
persecution by the Nazi-controlled German government or its allies,
or by insurers that refused to pay claims because of a claim that
policies of insurance or records were missing or confiscated because
of actions by the Nazi-controlled German government or its agents
or allies. Claim also includes any claim by Holocaust survivors or
beneficiaries to collect proceeds from dowry or education policies or
from annuities.

(4) An “affiliate” of, or person “affiliated” with, a specific person,
means a person who directly, or indirectly through one or more
intermediaries, controls, or is controlled by, or is under common
control with, the person specified.

(5) “Control” includes the terms “controlling,” “controlled by,”
and “under common control with,” and means the possession, direct
or indirect, of the power to direct or cause the direction of the
management and policies of a person, whether through the
ownership of voting securities, by contract other than a commercial
contract for goods or nonmanagement services, or otherwise, unless
the power is the result of an official position with or corporate office
held by the person. Control shall be presumed to exist if any person,
directly or indirectly, owns, controls, holds with the power to vote,
or holds proxies representing, more than 10 percent of the voting
securities of any other person.

(c) An action to suspend a certificate of authority under this
section shall be conducted in accordance with the Administrative
Procedure Act (Chapter 5 (commencing with Section 11500) of Part
1 of Division 3 of Title 2 of the Government Code), except that (1)

LR ENT4
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if the Office of Administrative Hearings is unable to assign an
administrative law judge to preside over a hearing that commences
within 30 days of the filing of an accusation or order initiating an
action under this section, the administrative law judge may be
appointed by the commissioner; and (2) if the commissioner
determines that it is necessary to protect the interests of Holocaust
survivors, he or she may issue an order of suspension pursuant to this
section prior to holding a hearing.

(d) If the commissioner issues an order pursuant to paragraph (2)
of subdivision (c), he or she shall immediately issue and serve upon
the insurer a statement of reasons for the immediate action, as well
as a copy of the accusation or order containing the allegations that
support the order. Any order issued pursuant to this subdivision shall
include a notice stating the time and place of a hearing on the order,
which shall not be less than 20, nor more than 30 days after the order
is served.

(e) When considering an action to suspend a certificate of
authority under this section, the commissioner shall include
consideration of whether the insurer has participated in good faith
in an international commission on Holocaust survivor insurance
claims, and whether the commission is making meaningful and
expeditious progress toward paying claims to survivors and righting
the historic wrong done to Holocaust victims.

SEC. 3. Section 12936 of the Insurance Code is amended to read:

12936. (a) (1) Escheated funds deposited in the Insurance Fund
pursuant to subdivision (a) of Section 1523 of the Code of Civil
Procedure shall be transferred to the General Fund on June 30, 1998,
to repay the principal and interest on the General Fund loan
provided pursuant to Item 0845-001-0001 of the Budget Act of 1996,
and such funds are hereby continuously appropriated for that
purpose.

(2) If the Director of Finance determines that funds subject to
escheat for the 1997-98 fiscal year are insufficient to repay the
General Fund loan plus the interest owed, funds subject to escheat
in the 1998-99 fiscal year, up to the amount necessary to repay the
General Fund loan plus the interest owed, shall be available for
expenditure by the commissioner to repay the principal and interest
on the General Fund loan. Notwithstanding the loan repayment date
specified in Item 0845-001-0001 of the Budget Act of 1996, such a
determination by the Director of Finance shall trigger an extension
of the loan repayment date to June 30, 1999.

(b) A policyholder who was entitled to a rebate pursuant to
settlement or order of the commissioner and who has not received
the escheated rebate may submit a claim to the Controller. The
Controller shall pay the claim from among the Proposition 103
refunds that have escheated to the state and been deposited in the
Unclaimed Property Fund upon verification that the claim is valid.

SEC. 4. Section 12967 is added to the Insurance Code, to read:



7050 STATUTES OF 1998 [ Ch. 963 ]

12967. (a) (1) (A) The  department shall develop  and
implement a coordinated approach to gather, review, and analyze
the archives of insurers and other archives and records, using onsite
teams and an oversight committee, to provide for research and
investigation into insurance policies, unpaid insurance claims, and
related matters of victims of the Holocaust or of the Nazi-controlled
German government or its allies, and the beneficiaries and heirs of
those victims, and for losses arising from the activities of the
Nazi-controlled German government or its allies for insurance
policies issued before and during World War II by insurers who have
affiliates or subsidiaries authorized to do business in California.
Information compiled shall be placed in a centralized data base for
the retention of policy and claimant data, and the data shall be used
to implement this section and Section 790.15.

(B) The oversight committee referred to in paragraph (1) shall be
composed of qualified individuals with experience in Holocaust
claims cases, similar investigations, archival research, and
international law. The oversight committee shall also include
Holocaust survivors. No member of the oversight committee shall
have a potential or actual conflict of interest, or shall be employed by
a person who has a potential or actual conflict of interest.

(2) The department has an affirmative duty to play an
independent role in representing the interests of Holocaust survivors
where necessary, including the duty to carry out research,
investigations, and advocacy. The department shall cooperate with,
participate in, promote coordination with, and to the extent feasible
and consistent with the purposes of this section, work jointly with the
National Association of Insurance Commissioners and the
international commission on Holocaust survivor claims or any other
entity involved in the documentation, resolution, settlement, or
distribution of insurance claims, including documentation of unpaid
claims and distribution of proceeds, and establishment and
maintenance of a data base to contain information relevant to
claimants and documents and historical information. The
department shall work to recover information and records that will
strengthen the claims of California residents.

(3) The department shall employ insurance archaeologists,
economists, attorneys, accountants, and other specialists, in this
country and in Europe, to implement this section. The department
shall work jointly with the National Association of Insurance
Commissioners and other organizations for this purpose. The
department’s cooperation with other states shall be for the purpose
of advancing survivors’ claims while avoiding duplication of efforts,
and shall be dependent upon contributions by other states.

(4) In order to assure that Holocaust survivors receive the most
aggressive and independent representation possible in pursuit of
their historic claims, in contracting with accounting firms, law firms,
economists, or others to implement this section, the department
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shall, to the maximum extent possible, avoid any potential or actual
conflict of interest by doing the following:

(A) Seek and give preference to firms that are entirely free of any
associations with firms representing insurers and nations from which
Holocaust survivors are seeking just treatment of their claims.

(B) If the department finds that is necessary to contract with a
firm or firms that have conflicts or potential conflicts of interest, those
conflicts or potential conflicts of interest shall be disclosed to the
commissioner, and the following requirements shall apply:

(i) The contract shall contain a provision that expresses a formal
commitment on the part of the firm to aggressively pursue a
maximum just settlement for Holocaust survivors and their families
without regard to any adverse impacts on insurers, affiliates of
insurers, nations, or others that may have employed the firm or
affiliates of the firm that is contracting with the commissioner to assist
in carrying out the commissioner’s responsibilities under this section.

(ii) If any conflict or potential conflict exists between the firm, or
an affiliate of the firm, and an insurer, an affiliate of an insurer, a
nation or others directly or indirectly involving Holocaust claims, the
firm shall disclose both the fact of the conflict or potential conflict,
and all relevant information describing the nature of the conflict or
potential conflict.

(iii) If a conflict or potential conflict exists between the firm, or an
affiliate of the firm, and an insurer, an affiliate of an insurer, a nation,
or others that does not directly or indirectly involve Holocaust claims,
the firm shall disclose the fact of the conflict or potential conflict and
identify the source of the conflict or potential conflict, but need not
describe the particular circumstances or facts that create the conflict
or potential conflict.

(C) The department may take whatever special measures it
deems necessary to avoid either the appearance or the reality of
conflicts that may undermine public confidence in the integrity of
the effort to secure justice for Holocaust survivors.

(b) The funding of the activities provided for by this section for
the 1998-1999 fiscal year shall be from funds transferred pursuant to
subdivision (b) of Section 1523 of the Code of Civil Procedure, which
funds are hereby appropriated to the commissioner for that purpose.
The commissioner shall seek reimbursement of those funds as
provided in subdivision (c).

Funding for subsequent fiscal years shall be subject to the Budget
Act and based on a plan submitted by the commissioner to the
Legislature outlining the plan for reimbursement of expenses of the
department by affected insurers.

Funds made available to implement this section shall be used to
develop and implement a coordinated approach to gather, review,
and analyze the archives of affected insurance groups, and other
archives and records, using onsite teams and an oversight committee
consisting of individuals with expertise in accounting, law, insurance
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archaeology, economics, and public information. The information
compiled shall be placed in a centralized data base for the retention
of policy and claimant data, and that data shall be used by the
department to implement this section.

(c) (1) Any funds recovered by the department for the purpose
of reimbursing the state for costs associated with investigation and
enforcement actions under this section shall not be deposited in the
Insurance Fund, but instead shall be delivered to the Controller for
deposit into the General Fund.

(2) To the maximum extent possible, the department shall seek
reimbursement for its costs incurred in implementing this section,
including funds transferred pursuant to subdivision (b) of Section
1523 of the Code of Civil Procedure, from any settlements reached
with affected insurers.

(d) The department shall report its progress in implementing this
section and its participation in the identification and resolution of
insurance claims of Holocaust survivors and their beneficiaries and
heirs. The report shall also include an overview of current and
anticipated expenditures in implementing this section. The
department shall make this report biannually to the insurance and
budget committees of the Legislature.

SEC. 5. This act is an urgency statute necessary for the immediate
preservation of the public peace, health, or safety within the meaning
of Article IV of the Constitution and shall go into immediate effect.
The facts constituting the necessity are:

Many of the victims of the Holocaust are elderly. In order to permit
testimony by and compensation to these persons, it is necessary for
this act to take effect immediately.

CHAPTER 964

An act to add Section 8670.32 to the Government Code, relating to
oil spills.

[Approved by Governor September 29, 1998. Filed with
Secretary of State September 29, 1998.]

The people of the State of California do enact as follows:

SECTION 1. Section 8670.32 is added to the Government Code,
to read:

8670.32. (a) The following definitions govern the construction of
this section:

(1) “Nontank vessel” means a vessel, other than a tank vessel, not
designed to carry oil as cargo.

(2) “Reasonable worst case spill” means a spill of the total volume
of the largest fuel tank on the nontank vessel.
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(3) “Qualified individual” means a shore-based representative of
a covered nontank vessel owner or operator that, at a minimum, shall
be fluent in English, located in the continental United States, be
available on a 24-hour basis, and have full written authority to
implement the covered nontank vessel’s contingency plan.

(b) A nontank vessel of 300 gross registered tons or greater shall
not operate in the marine waters of the state unless the owner or
operator has an oil spill contingency plan prepared, submitted, and
approved in accordance with this section.

(c) On or before September 1, 1999, each owner or operator of a
nontank vessel of 300 gross registered tons or greater shall prepare
an oil spill contingency plan for that vessel, and submit the plan to
the administrator for review and approval. The plan may be specific
to an individual vessel or may be developed using either of the
following:

(1) A fleet plan submitted by an owner or operator that has a
number of vessels that transit the same or substantially the same
routes in marine waters of the state. This fleet plan shall contain all
prevention and response elements required pursuant to this section.
A separate appendix for each vessel shall be included as an
attachment to the plan, and shall include both of the following:

(A) Specification of the type and total amount of fuel carried.

(B) Specification of the capacity of the largest fuel tank.

(2) The owner or operator provides evidence of a contract with
the Pacific Merchant Shipping Association, a nonprofit corporation,
or other nonprofit maritime association, to provide a statewide spill
response plan consistent with the requirements of this section,
pursuant to its applicable fee structure.

(d) The geographic regions covered by an individual plan shall be
defined in regulations adopted by the administrator.

(e) In addition to all other contingency plan requirements in this
section, the plan shall contain, at a minimum, a procedure for
management of the resources to be used in response to an oil spill.

(f) The vessel owner or operator shall submit any information, or
address any plan element that is required by this section but not
addressed by a statewide spill response plan.

(g) The administrator shall adopt regulations and guidelines to
implement the requirements of this section. All regulations and
guidelines shall be developed in consultation with the State
Interagency Oil Spill Committee and the oil spill Technical Advisory
Committee. The administrator shall hold a public hearing on the
regulations. The regulations and guidelines shall provide for the best
achievable protection of coastal and marine resources and shall
include provisions for public review and comment on submitted
contingency plans prior to approval. The regulations shall ensure that
a contingency plan meets all of the following requirements:

(1) Be consistent with the protection and response strategies as
well as other elements addressed in the state contingency plan and



7054 STATUTES OF 1998 [ Ch. 964 ]

the appropriate area contingency plan, and is not in conflict with the
national contingency plan.

(2) Be a written document, reviewed for feasibility and approved
by the owner or operator, or a person designated by the owner or
operator.

(3) Establish a specific chain of command and specify the overall
responsibilities of crew, supervisorial, contract, and volunteer
personnel.

(4) Detail procedures for reporting oil spills to local, state, and
federal agencies, and include a list of contacts to call in the event of
a drill, threatened discharge, or discharge.

(5) Specify lines of communication between the vessel and the
on-scene commanders, response teams, and local, state, and federal
response organizations.

(6) Provide for response planning, including coordination with
employees, outside contractors, volunteers, and local, state, and
federal agencies.

(7) Identity a qualified individual.

(8) Provide the name, address, telephone number, and facsimile
number of an agent for service of process, located in the state and
designated to receive legal documents on behalf of the plan holder.

(9) Demonstrate that shipboard personnel have knowledge of the
notification requirements and other provisions of the contingency
plan.

(10) Provide for timely and effective oil spill response. This may
be provided directly or through membership in, or contract with, a
private or public cooperative or other organization and shall be
consistent with the state contingency plan and the appropriate area
contingency plan, and not in conflict with the national contingency
plan.

(11) Provide evidence that the vessel is in compliance with the
International Safety Management Code, established by the
International Maritime Organization, as applicable.

(h) Each contingency plan shall be submitted and resubmitted to
the administrator for review and approval as specified in Section
8670.31.

(i) A nontank vessel, required to have a contingency plan
pursuant to this section, shall not enter marine waters of the state
unless the vessel owner or operator has provided to the administrator
evidence of financial responsibility that demonstrates, to the
administrator’s satisfaction, the ability to pay at least three hundred
million dollars ($300,000,000) to cover damages caused by a spill, and
the owner or operator of the vessel has obtained a certificate of
financial responsibility from the administrator for the vessel. If the
evidence provided to the administrator by the vessel owner or
operator is a federal certificate of financial responsibility, or other
evidence of financial responsibility that does not comply with state
requirements, and the administrator incurs costs verifying that
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evidence over the amount the administrator normally incurs when
verifying evidence of financial responsibility, the administrator may
charge the vessel owner or operator a reasonable fee for the
additional costs incurred.

(j) A nonprofit maritime association that provides spill response
services pursuant to a spill response plan approved by the
administrator, and its officers, directors, members, and employees
shall have limited liability as follows:

(1) Section 8670.56.6 applies to any nonprofit maritime association
that provides spill response services pursuant to its statewide spill
response plan.

(2) A nonprofit maritime association providing spill response plan
services may require, through agreement of the parties, as a
condition of providing these services, the owner or operator of the
nontank vessel to defend, indemnify, and hold harmless the
association and its officers, directors, members, and employees from
all claims, suits, or actions of any nature by whomever asserted, even
though resulting, or alleged to have resulted from, negligent acts or
omissions of the association or of an officer, director, member, or
employee of the association in providing spill response plan services
under the contract.

(3) Membership in the association or serving as a director of the
association shall not, in and of itself, be grounds for liability resulting
from the activities of the association in the preparation or
implementation of a contingency plan.

(4) This section shall not be deemed to include the association or
its officers, directors, members, or employees as a responsible party,
as defined in subdivision (q) of Section 8670.3 of this code and in
subdivision (p) of Section 8750 of the Public Resources Code for the
purposes of this chapter, Article 3.5 (commencing with Section
8574.1) of Chapter 7 of this code, and Division 7.8 (commencing with
Section 8750) of the Public Resources Code.

(5) This section does not limit the liability of any responsible party,
as defined in subdivision (q) of Section 8670.3. The responsible party
is liable for all damages arising from a spill, as provided in subdivision
(c) of Section 8670.56.6.

(k) Section 8670.56.6 applies to any person, including, but not
limited to, an oil spill cooperative, its agents, subcontractors, or
employees, that contract with the nonprofit maritime association to
provide spill response services for the association spill response plan.

() (1) Except as provided in paragraph (2), any nontank vessel
that is subject to subdivision (b) or (i), and that enters the waters of
the state in violation of subdivision (b) or (i), is subject to an
administrative civil penalty of up to one hundred thousand dollars
($100,000). The administrator shall assess the civil penalty against the
owner or operator of the vessel pursuant to Section 8670.68. Each day
the owner or operator of such a nontank vessel is in violation of
subdivision (b) or (i) shall be considered a separate violation.
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(2) Paragraph (1) does not apply in any of the following
circumstances:

(A) A contingency plan has been submitted by the vessel owner
or operator to the administrator as required by this section, and the
office of the administrator is reviewing the plan and has not denied
approval.

(B) The nontank vessel has entered state waters after the United
States Coast Guard has determined that the vessel is in distress.

(m) (1) Except as provided in paragraph (2), any owner or
operator of a nontank vessel that is subject to subdivision (b) or (i)
and who knowingly and intentionally enters the waters of the state
in violation of subdivision (b) or (i), is guilty of a misdemeanor
punishable by up to one year of imprisonment in the county jail, or
by a fine of up to ten thousand dollars ($10,000), or by both
imprisonment and a fine. Each day the owner or operator of such a
nontank vessel is in knowing and intentional violation of subdivision
(b) or (i) shall be considered a separate violation.

(2) Paragraph (1) does not apply in any of the following
circumstances:

(A) A contingency plan has been submitted by the vessel owner
or operator to the administrator as required by this section, and the
office of the administrator is reviewing the plan and has not denied
approval.

(B) The nontank vessel has entered state waters after the United
States Coast Guard has determined that the vessel is in distress.

SEC. 2. No reimbursement is required by this act pursuant to
Section 6 of Article XIII B of the California Constitution because the
only costs that may be incurred by a local agency or school district will
be incurred because this act creates a new crime or infraction,
eliminates a crime or infraction, or changes the penalty for a crime
or infraction, within the meaning of Section 17556 of the Government
Code, or changes the definition of a crime within the meaning of
Section 6 of Article XIII B of the California Constitution.

Notwithstanding Section 17580 of the Government Code, unless
otherwise specified, the provisions of this act shall become operative
on the same date that the act takes effect pursuant to the California
Constitution.

CHAPTER 965

An act to amend Sections 22002, 22117, 22120, 22121, 22132, 22138.6,
22143, 22146, 22146.5, 22147, 22151, 22154, 22156, 22161, 22162, 22163,
22165, 22170, 22201, 22207, 22212, 22216, 22222, 22223, 22224, 22225,
22250, 22251, 22252, 22253, 22302, 22303.5, 22305, 22306, 22308, 22313,
22315, 22316, 22317, 22317.5, 22327, 22450, 22354, 22500, 22501, 22508,
22508.5, 22513, 22515, 22516, 22601.5, 22602, 22604, 22650, 22651, 22652,
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22653, 22655, 22657, 22659, 22660, 22661, 22662, 22663, 22664, 22665,
22700, 22703, 22705, 22706, 22708, 22709, 22710, 22711, 22712, 22712.5,
22713, 22714, 22715, 22716, 22718, 22721, 22800, 22802, 22805, 22806,
22807, 22808, 22809, 22810, 22821, 22823, 22850, 22851, 22852, 22853,
22854, 22855, 22856, 22900, 22901, 22902, 22903, 22904, 22906, 22907,
22950, 22951, 22951.5, 22952, 22954, 22956, 23003, 23005, 23006, 23101,
23102, 23103, 23104, 23106, 23107, 23200, 23202, 23203, 23300, 23301,
23302, 23303, 23304, 23700, 23800, 23801, 23805, 23850, 23851, 23880,
23881, 24001, 24001.5, 24002, 24003, 24004, 24005, 24006, 24010, 24011,
24013, 24014, 24015, 24016, 24017, 24018, 24100, 24101, 24102, 24103,
24104, 24105, 24106, 24107, 24108, 24109, 24110, 24111, 24112, 24113,
24114, 24116, 24117, 24118, 24119, 24203, 24204, 24205, 24206, 24207,
24208, 24209, 24210, 24211, 24212, 24213, 24214, 24215, 24216, 24216.5,
24217, 24301, 24308, 24309, 24311, 24400, 24417, 24505, 24600, 24603,
24604, 24605, 24606, 24607, 24608, 24609, 24610, 24612, 24613, 24615,
24617, 24618, 24619, 24700, 24701, 24702, 24703, 24704, 24750, 24751,
24950, 24951, 25000, 26001, 26002, 26102, 26113, 26117, 26119, 26120,
26121, 26123, 26124, 26125, 26126, 26127, 26131, 26132, 26133, 26136,
26138, 26139, 26143, 26144, 26208, 26210, 26211, 26212, 26213, 26216,
26301, 26302, 26303, 26305, 26306, 26400, 26401, 26500, 26502, 26504,
26507, 26604, 26606, 26607, 26800, 26802, 26803, 26804, 26805, 26806,
26807, 26809, 26810, 26811, 26900, 26901, 26902, 26903, 26905, 26906,
26908, 26911, 27000, 27001, 27003, 27006, 27007, 27008, 27100, 27101,
27200, 27201, 27202, 27203, 27204, 27205, 27207, 27300, 27302, 27303,
27400, 27403, 27404, 27405, 27406, 27407, 27410, 27411, 28000, 28001,
28002, 28004, 28005, 28100, 44929, and 87488 of, to add Sections 22502,
22503, 22504, 22705.5, and 26301.5 to, to add and repeal Section 24216.8
of, and to repeal Sections 22175, 22358, and 22600 of, the Education
Code, to amend Section 2610 of the Family Code, and to amend
Sections 3543.2, 22009.1, 22208, and 22302 of, and to amend and repeal
Sections 22009.03 and 22156 of, the Government Code, relating to the
State Teachers’ Retirement System.

[Approved by Governor September 29, 1998. Filed with
Secretary of State September 29, 1998.]

The people of the State of California do enact as follows:

SECTION 1. Section 22002 of the Education Code is amended to
read:

22002. The Legislature recognizes that the assets of the State
Teachers’ Retirement Plan with respect to the Defined Benefit
Program are insufficient to meet the obligations of that program
already accrued or to accrue in the future with respect to service
credited to members of that program prior to July 1, 1972. Therefore,
the Legislature declares the following policies with respect to the
financing of the Defined Benefit Program of the State Teachers’
Retirement Plan:
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(a) Members shall contribute a percentage of creditable
compensation, unless otherwise specified in this part.

(b) Employers shall contribute a percentage of the total
creditable compensation on which member contributions are based.

(c) The state shall contribute a sum certain for a given number of
years for the purpose of payment of benefits under this part.

SEC. 2. Section 22117 of the Education Code is amended to read:

22117. “Contribution rate for additional service credit” means
the contribution rate adopted by the board as a plan amendment
with respect to the Defined Benefit Program for the purchase of
service credit. This rate shall be based upon the most recent valuation
of the plan with respect to the Defined Benefit Program and
increased to include any subsequently required contribution rates
designated for funding subsequent allowance increases.

SEC. 3. Section 22120 of the Education Code is amended to read:

22120. “Credited interest” means interest that is credited to
active members’ and inactive members’, accumulated retirement
contributions, and accumulated annuity deposit contributions at a
rate set annually by the board as a plan amendment with respect to
the Defined Benefit Program.

SEC. 4. Section 22121 of the Education Code is amended to read:

22121. “Credited service” means service for which the required
contributions have been paid.

SEC.5. Section 22132 of the Education Code is amended to read:

22132. “Employed” or “employment” means employment to
perform creditable service subject to coverage by the State Teachers’
Retirement Defined Benefit Program, except as otherwise
specifically provided under this part.

SEC. 6. Section 22138.6 of the Education Code is amended to
read:

22138.6. “Full-time equivalent” means the days or hours of
creditable service that a person who is employed on a part-time basis
would be required to perform in a school year if he or she were
employed full time in that position.

SEC. 6.5. Section 22143 of the Education Code is amended to
read:

22143. “Investment manager” and “investment adviser” mean
any person, firm, or custodian referred to in Section 22359, either
appointed by or under contract with the board to engage in
investment transactions or to manage or advise in the management
of the assets of the Teachers’ Retirement Fund with respect to the
Defined Benefit Program under this part and the Cash Balance
Benefit Program under Part 14 (commencing with Section 26000).

SEC. 7. Section 22146 of the Education Code is amended to read:

22146. “Member” means any person, unless excluded under
other provisions of this part, who has performed creditable service
as defined in Section 22119.5 and has earned creditable compensation
for that service and has not received a refund for that service and, as
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a result, is subject to the Defined Benefit Program. A member’s rights
and obligations under this part with respect to the Defined Benefit
Program shall be determined by the applicability of subdivision (a),
(b), (c), or (d), and subject to any applicable exceptions under other
provisions of this part.

(a) An active member is a member who is not retired or disabled
and who earns creditable compensation during the school year.

(b) An inactive member is a member who is not retired or
disabled and who, by the pay period ending June 30, has not earned
creditable compensation during the school year.

(c) A disabled member is a member to whom a disability
allowance is payable under Chapter 25 (commencing with Section
24001).

(d) A retired member is a member who has terminated
employment and has retired for service under the provisions of
Chapter 27 (commencing with Section 24201), or has retired for
disability under the provisions of Chapter 26 (commencing with
Section 24100) or retired for service or disability under the provisions
of Chapter 21 (commencing with Section 23400), and to whom a
retirement allowance is therefore payable.

SEC. 8. Section 22146.5 of the Education Code is amended to
read:

22146.5. “Membership” means membership in the Defined
Benefit Program, except as otherwise specifically provided in this
part.

SEC.9. Section 22147 of the Education Code is amended to read:

22147. (a) “Month” means 20 working days or four weeks of five
working days each, including legal holidays, with respect to the
computation and crediting of service.

(b) “Month,” for all other purposes, means a period commencing
on any day of a calendar month and extending through the day
preceding the corresponding day of the succeeding calendar month,
if there is any such corresponding day, and if not, through the last day
of the succeeding calendar month.

SEC. 10. Section 22151 of the Education Code is amended to read:

22151. “Overtime” means the aggregate service performed as a
member of the Defined Benefit Program in excess of the hours of
work considered normal for employees on a full-time basis.

SEC. 11. Section 22154 of the Education Code is amended to read:

22154. “Pay period” means a payroll period of not less than four
weeks or more than one calendar month.

SEC. 12. Section 22156 of the Education Code is amended to read:

22156. “Plan vesting” means the right of the member upon
completion of the minimum number of required years of credited
service provided in the Defined Benefit Program to entitle the
member or his or her beneficiary to a monthly retirement allowance,
disability allowance, survivor benefit allowance, family allowance, or
death benefit at a future date, prior to the completion of which the
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member upon resignation from service is entitled only to a refund of
his or her accumulated retirement contributions as provided in this
part.

SEC. 13. Section 22161 of the Education Code is amended to read:

22161. “Public school” means any day or evening elementary
school, and any day and evening secondary school, community
college, technical school, kindergarten school, and prekindergarten
school established by the Legislature, or by municipal or district
authority.

SEC. 14. Section 22162 of the Education Code is amended to read:

22162. “Regular interest”, with respect to the Defined Benefit
Program, is interest that is compounded annually based upon the
annual equivalent of the prior year’s average yield to maturity on the
investment grade fixed-income securities with respect to the
Defined Benefit Program. The regular interest rate shall be adopted
annually by the board as a plan amendment.

SEC. 15. Section 22163 of the Education Code is amended to read:

22163. “Reinstatement” means the terminating of a service or
disability retirement allowance and the changing of status from a
retired member to an inactive member or an active member.

SEC. 16. Section 22165 of the Education Code is amended to read:

22165. “Retirement” means a change in status from an inactive
member or an active member to a retired member.

SEC. 17. Section 22170 of the Education Code is amended to read:

22170. “Service” means service performed for compensation in
a position subject to coverage under the Defined Benefit Program,
except as otherwise specifically provided in this part.

SEC. 18. Section 22175 of the Education Code is repealed.

SEC. 19. Section 22201 of the Education Code is amended to read:

22201. (a) The board shall set policy and shall have the sole
power and authority to hear and determine all facts pertaining to
application for benefits under the plan or any matters pertaining to
administration of the plan and the system.

(b) The board shall meet at least once every calendar quarter at
such times as it may determine. The meetings shall be presided over
by the chairperson. In the event of the chairperson’s absence from
a meeting the vice chairperson shall act as presiding officer and
perform all other duties of the chairperson.

SEC. 20. Section 22207 of the Education Code is amended to read:

22207. The board shall perform any other acts necessary for the
administration of the system and the plan in carrying into effect the
provisions of this part and Part 14 (commencing with Section 26000).

SEC. 21. Section 22212 of the Education Code is amended to read:

22212. The board shall appoint such employees as are necessary
to administer the plan and the system.

SEC. 22.  Section 22216 of the Education Code is amended to read:

22216. (a) The board shall annually adopt as a plan amendment
with respect to the Defined Benefit Program the rate of credited
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interest to be credited to members’ accumulated retirement
contributions for service performed after June 30, 1935, and the
accumulated  annuity  deposit  contributions  excluding  all
accumulated contributions while being paid as disability allowances,
family allowances, and retirement allowances.

(b) The board shall credit interest to all other accumulated
reserves at the actuarially assumed interest rate.

SEC. 23. Section 22222 of the Education Code is amended to read:

22222. The board may adjust the amounts of the death payments
based on changes in the All Urban California Consumer Price Index,
and shall adopt as a plan amendment with respect to the Defined
Benefit Program any adjusted amount, provided that the most recent
actuarial valuation report indicates that the adjustment would not
increase the normal cost.

SEC. 24. Section 22223 of the Education Code is amended to read:

22223. The members of the board who are not members of the
Defined Benefit Program or participants of the Cash Balance Benefit
Program and who are appointed by the Governor pursuant to Section
22200 shall receive one hundred dollars ($100) for every day of actual
attendance at meetings of the board or any meeting of any
committee of the board of which the person is a member, and that
is conducted for the purpose of carrying out the powers and duties
of the board, together with their necessary traveling expenses
incurred in connection with performance of their official duties.

SEC. 25. Section 22224 of the Education Code is amended to read:

22224. Members of the Defined Benefit Program and
participants of the Cash Balance Benefit Program, who are either
appointed to the board by the Governor pursuant to Section 22200,
or who are appointed by the board to serve on a committee or
subcommittee of the board or a panel of the system, shall be granted,
by his or her employer, sufficient time away from regular duties,
without loss of compensation or other benefits to which the person
is entitled by reason of employment, to attend meetings of the board
or any of its committees or subcommittees of which the person is a
member, or to serve as a member of a panel of the system, and to
attend to the duties expected to be performed by the person.

SEC. 26. Section 22225 of the Education Code is amended to read:

22225. (a) The compensation of the members of the Defined
Benefit Program and participants of the Cash Balance Benefit
Program who are appointed to the board, or by the board to a
committee or subcommittee, or to a panel of the system, shall not be
reduced by his or her employer for any absence from service
occasioned by attendance upon the business of the board, pursuant
to Section 22224.

(b) Each employer that employs either a member of the Defined
Benefit Program or a participant of the Cash Balance Benefit
Program appointed pursuant to Section 22224 and that employs a
person to replace the member or participant during attendance at
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meetings of the board, its committees or subcommittees, or when
serving as a member of a panel of the system, or when carrying out
other duties approved by the board, shall be reimbursed from the
retirement fund for the cost incurred by employing a replacement.

SEC. 27. Section 22250 of the Education Code is amended to read:

22250. The board and its officers and employees of the system
shall discharge their duties with respect to the system and the plan
solely in the interest of the members and beneficiaries of the Defined
Benefit Program as well as the participants and beneficiaries of the
Cash Balance Benefit Program as follows:

(a) For the exclusive purpose of the following:

(1) Providing benefits to members and beneficiaries of the
Defined Benefit Program as well as the participants and beneficiaries
of the Cash Balance Benefit Program.

(2) Defraying reasonable expenses of administering the plan.

(b) With the care, skill, prudence, and diligence under the
circumstances then prevailing that a prudent person acting in a like
capacity and familiar with those matters would use in the conduct of
an enterprise of a like character and with like aims.

(c) By diversifying the investments of the plan so as to minimize
the risk of large losses, unless under the circumstances it is clearly
prudent not to do so.

(d) In accordance with the documents and instruments governing
the plan and the system insofar as those documents and instruments
are consistent with this part and Part 14 (commencing with Section
26000).

SEC. 28. Section 22251 of the Education Code is amended to read:

22251. (a) Except as provided in subdivision (b), the assets of the
plan shall never inure to the benefit of an employer and shall be held
for the exclusive purposes of providing benefits to members and
beneficiaries of the Defined Benefit Program as well as the
participants and beneficiaries of the Cash Balance Benefit Program
and defraying reasonable expenses of administering the plan and the
system.

(b) In the case of a contribution that is made by an employer by
a mistake of fact, subdivision (a) shall not prohibit the return of that
contribution within one year after the system knows, or should know
in the ordinary course of business, that the contribution was made by
a mistake of fact.

SEC. 29. Section 22252 of the Education Code is amended to read:

22252. Except as otherwise provided by law, the board and its
officers and employees of the system shall not cause the system to
engage in a transaction if they know or should know that the
transaction constitutes a direct or indirect:

(a) Sale or exchange, or leasing, of any property from the system
to a member or beneficiary of the Defined Benefit Program, as well
as a participant or beneficiary of the Cash Balance Benefit Program,
for less than adequate consideration, or from a member or
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beneficiary of the Defined Benefit Program, as well as a participant
or beneficiary of the Cash Balance Benefit Program, to the system for
more than adequate consideration.

(b) Lending of money or other extension of credit from the system
to a member or beneficiary of the Defined Benefit Program, as well
as a participant or beneficiary of the Cash Balance Benefit Program,
without the receipt of adequate security and a reasonable rate of
interest, or from a member or beneficiary of the Defined Benefit
Program, as well as a participant or beneficiary of the Cash Balance
Benefit Program, with the provision of excessive security or an
unreasonably high rate of interest.

(c) Furnishing of goods, services, or facilities from the system to
a member or beneficiary of the Defined Benefit Program, as well as
a participant or beneficiary of the Cash Balance Benefit Program, for
less than adequate consideration, or from a member, or beneficiary
of the Defined Benefit Program, as well as a participant or
beneficiary of the Cash Balance Benefit Program, to the system for
more than adequate consideration.

(d) Transfer to, or use by or for the benefit of, a member or
beneficiary of the Defined Benefit Program, as well as a participant
or beneficiary of the Cash Balance Benefit Program, of any assets of
the plan for less than adequate consideration.

(e) Acquisition, on behalf of the system, of any employer security,
real property, or loan.

SEC. 30. Section 22253 of the Education Code is amended to read:

22253. The board and its officers and employees of the system
shall not do any of the following:

(a) Deal with the assets of the plan and the system in their own
interest or for their own account.

(b) In their individual or in any other capacity, act in any
transaction involving the system on behalf of a party, or represent a
party, whose interests are adverse to the interests of the plan or the
interests of the members and beneficiaries of the Defined Benefit
Program, as well as participants and beneficiaries of the Cash Balance
Benefit Program.

(c) Receive any consideration for their personal account from any
party conducting business with the system in connection with a
transaction involving the assets of the plan.

SEC. 31. Section 22302 of the Education Code is amended to read:

22302. (a) The board shall establish an ombudsman position to
serve as an advocate for the members of the Defined Benefit
Program and participants of the Cash Balance Benefit Program. The
duties of the ombudsman position shall include reviewing and
making recommendations to the chief executive officer regarding
complaints by school employees, members, employee organizations,
the Legislature, or the public regarding actions of the employees of
the system.
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(b) It is the intent of the Legislature that the salary of the position
of ombudsman be offset, as much as possible, through savings realized
from a reduction in interest payments on delinquent benefits to
members, and through a more efficient and improved public
relations program.

SEC. 32. Section 22303.5 of the Education Code is amended to
read:

22303.5. (a) Notwithstanding any other provision of law, the
board shall offer a midcareer retirement information program for the
benefit of all members.

(b) In implementing this section, the board shall develop plans for
the development and delivery of information to enhance awareness
of the features and benefits of the Defined Benefit Program, and
services of the system, federal Social Security Act programs and
benefits as they apply to members, and awareness of personal
planning responsibilities. This information shall be provided to assist
members in understanding the importance of financial, legal, estate,
and personal planning, and how choices and options offered by the
system may impact retirement.

(c) The board, at a public meeting, may assess a participation fee
for the recovery of all startup and ongoing expenses of the midcareer
information program.

SEC. 33. Section 22305 of the Education Code is amended to read:

22305. Any rules and regulations adopted by the board for the
purpose of the administration of this part and Part 14 (commencing
with Section 26000), and not inconsistent with this part and Part 14
(commencing with Section 26000), have the force and effect of law.

SEC. 34. Section 22306 of the Education Code is amended to read:

22306. (a) Information filed with the system by a member,
participant, or beneficiary of the plan is confidential and shall be used
by the system for the sole purpose of carrying into effect the
provisions of this part. No official or employee of the system who has
access to the individual records of a member, participant, or
beneficiary shall divulge any confidential information concerning
those records to any person except in the following instances:

(1) To the member, participant or beneficiary to whom the
information relates.

(2) To the authorized representative of the member, participant
or beneficiary.

(3) To the governing board of the member’s or participant’s
current or former employer.

(4) To any department, agency, or political subdivision of this
state.

(5) To other individuals as necessary to locate a person to whom
a benefit may be payable.

(b) Information filed with the system in a beneficiary designation
form may be released after the death of the member or participant
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to those persons who may provide information necessary for the
distribution of benefits.

(c) The information is not open to inspection by anyone except
the board and its officers and employees of the system, and any
person authorized by the Legislature to make inspections.

SEC. 35. Section 22308 of the Education Code is amended to read:

22308. (a) Subject to subdivision (d), the board may, in its
discretion and upon any terms it deems just, correct the errors or
omissions of any member or beneficiary of the Defined Benefit
Program, and of any participant or beneficiary of the Cash Balance
Benefit Program, if all of the following facts exist:

(1) The error or omission was the result of mistake, inadvertence,
surprise, or excusable neglect, as each of those terms is used in Section
473 of the Code of Civil Procedure.

(2) The correction will not provide the party seeking correction
with a status, right, or obligation not otherwise available under this
part.

(b) Failure by a member, participant or beneficiary to make the
inquiry that would be made by a reasonable person in like or similar
circumstances does not constitute an “error or omission” correctable
under this section.

(c) Subject to subdivision (d), the board may correct all actions
taken as a result of errors or omissions of the employer or this system.

(d) The duty and power of the board to correct errors and
omissions, as provided in this section, shall terminate upon the
expiration of obligations of the board, system, and plan to the party
seeking correction of the error or omission, as those obligations are
defined by Section 22008.

(e) Corrections of errors or omissions pursuant to this section shall
be such that the status, rights, and obligations of all parties described
in subdivisions (a), (b), and (c) are adjusted to be the same that they
would have been if the act that was taken or would have been taken,
but for the error or omission, was taken at the proper time. However,
notwithstanding any of the other provisions of this section,
corrections made pursuant to this section shall adjust the status,
rights, and obligations of all parties described in subdivisions (a), (b),
and (c) as of the time that the correction actually takes place if the
board finds any of the following:

(1) That the correction cannot be performed in a retroactive
manner.

(2) That even if the correction can be performed in a retroactive
manner, the status, rights, and obligations of all of the parties
described in subdivisions (a), (b), and (c) cannot be adjusted to be
the same as they would have been if the error or omission had not
occurred.

SEC. 36. Section 22313 of the Education Code is amended to read:

22313. (a) No adjustment shall be included in new rates of
contribution adopted by the board on the basis of an investigation,
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valuation, and determination or because of amendment to the
Teachers’ Retirement Law with respect to the Defined Benefit
Program, for time prior to the effective date of the adoption or
amendment, as the case may be.

(b) No action of the board, other than correction of errors in
calculating the allowance or annuity at the time of retirement,
disability or death of a member shall change the allowance or annuity
payable to a retired member or beneficiary prior to the date the
action is taken.

SEC. 37. Section 22315 of the Education Code is amended to read:

22315. (a) The Legislature hereby finds and declares that it is the
intent of the Legislature in enacting this section and Section 22316
that members of the Defined Benefit Program not be adversely
impacted, to the extent deemed reasonable, by the application of
Section 415 of the Internal Revenue Code of 1986 (26 U.S.C.A. Sec.
415).

(b) The system shall work closely with teacher organizations to
develop a supplemental plan that, to the extent deemed reasonable
and without violating the intent and purposes of Section 415 of the
Internal Revenue Code of 1986, maintains the future retirement
benefits of the members and the fiscal integrity of the retirement
fund. The supplemental plan should not result in any additional
liability to the employer.

(c) The system shall also monitor the benefits of its members and
notify affected individuals of their options, if deemed appropriate by
the system.

SEC. 38. Section 22316 of the Education Code is amended to read:

22316. (a) Notwithstanding any other provision of this part, the
benefits payable to any person who becomes a member of the
Defined Benefit Program on or after January 1, 1990, shall be subject
to the limitations set forth in Section 415 of the Internal Revenue
Code of 1986 without regard to Section 415(b)(2)(F) of the Internal
Revenue Code of 1986.

(b) Notwithstanding any other provision of law, the benefits
payable under this part to any person who became a member of the
Defined Benefit Program prior to January 1, 1990, shall not be less
than the accrued benefit of the member, determined without regard
to any amendment to the plan with respect to the Defined Benefit
Program made after October 14, 1987, and as provided in Section
415(b)(10) of the Internal Revenue Code of 1986.

(c) The board shall provide to each employer a notice of the
content and effect of subdivision (a) for distribution to each person
who, for the first time, becomes a member of the Defined Benefit
Program on or after January 1, 1990.

SEC. 39. Section 22317 of the Education Code is amended to read:

22317. (a) With respect to members of the Defined Benefit
Program with membership effective dates of December 31, 1989, and
earlier, benefit enhancements due to a plan amendment enacted
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after October 14, 1987, with respect to the Defined Benefit Program,
are subject to the limitations imposed by Section 415 of the Internal
Revenue Code of 1986 (26 U.S.C.A. Sec. 415).

(b) With respect to members of the Defined Benefit Program
with membership effective dates of January 1, 1990, and later,
retirement benefits under this part, including enhancements due to
a plan amendment with respect to the Defined Benefit Program, are
subject to the limitations imposed by Section 415 of the Internal
Revenue Code of 1986.

(c) With respect to members described in subdivision (a) or (b),
or beneficiaries of those persons, a change in the benefit structure of
the plan under this part pursuant to a plan amendment with respect
to the Defined Benefit Program shall not be subject to Section
415(b)(5)(D) of the Internal Revenue Code of 1986 in the case of all
plan amendments enacted before, on, or after August 3, 1992, with
respect to the Defined Benefit Program.

SEC. 40. Section 22317.5 of the Education Code is amended to
read:

22317.5. The amount of compensation that is taken into account
in computing benefits payable under this part to any person who first
becomes a member of the Defined Benefit Program on or after July
1, 1996, shall not exceed the annual compensation limitations
prescribed by Section 401(a)(17) of Title 26 of the United States
Code upon public retirement systems, as that section may be
amended from time to time and as that limit may be adjusted by the
Commissioner of Internal Revenue for increases in cost of living. The
determination of compensation for each 12-month period shall be
subject to the annual compensation limit in effect for the calendar
year in which the 12-month period begins. In a determination of
average annual compensation over more than one 12-month period,
the amount of compensation taken into account for each 12-month
period, shall be subject to the annual compensation limit applicable
to that period.

Notwithstanding any other provision of this part, no member
contribution shall be paid upon any compensation in excess of the
annual compensation limitations prescribed by Section 401(a)(17) of
Title 26 of the United States Code.

SEC. 41. Section 22327 of the Education Code is amended to read:

22327. Notwithstanding any other provision of law, the
Employment Development Department shall disclose to the board
information in its possession relating to the earnings of any person
who is receiving a disability benefit from the plan. The earnings
information shall be released to the board only upon written request
from the board specifying that the person is receiving disability
benefits from the plan. The request may be made by the chief
executive officer of the system or by an employee of the system so
authorized and identified by name and title by the chief executive
officer in writing. The board shall notify recipients of disability
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benefits that earnings information shall be obtained from the
Employment Development Department upon request by the board.
The board shall not release any earnings information received from
the Employment Development Department to any person, agency,
or other entity. The system shall reimburse the Employment
Development  Department for all reasonable administrative
expenses incurred pursuant to this section.

SEC. 42. Section 22354 of the Education Code is amended to read:

22354. (a) The board shall, pursuant to the state civil service
statutes, either contract with, or establish and fill full-time positions
for, investment managers who are experienced and knowledgeable
in corporate management issues to monitor each corporation any of
whose shares are owned by the plan and to advise the board on the
voting of the shares owned by the plan and on the responses of the
system to merger proposals and tender offers and all other matters
pertaining to corporate governance.

(b) Notwithstanding Section 13340 of the Government Code,
there is hereby continuously appropriated, without regard to fiscal
years, from the retirement fund, an amount sufficient to pay all costs
arising from this section.

SEC. 43. Section 22358 of the Education Code is repealed.

SEC. 44. Section 22450 of the Education Code is amended to read:

22450. (a) Each member and beneficiary shall furnish to the
board any information affecting his or her status as a member or
beneficiary of the Defined Benefit Program as the board requires.

(b) A member who has not had any creditable service reported
during the prior school year shall provide the system with his or her
current mailing address and beneficiary information.

SEC. 45. Section 22500 of the Education Code is amended to read:

22500. All persons who were members of the California State
Teachers’ Retirement System on June 30, 1996, are members of the
Defined Benefit Program under the plan.

SEC. 46. Section 22501 of the Education Code is amended to read:

22501. (a) Any person employed to perform creditable service
on a full-time basis who is not already a member of the Defined
Benefit Program under the plan shall become a member as of the first
day of employment, unless excluded from membership pursuant to
Section 22601.

(b) Creditable service in more than one position shall not be
aggregated for the purpose of determining mandatory membership
under this section.

(c) This section shall be deemed to have become operative on July
1, 1996.

SEC. 47. Section 22502 is added to the Education Code, to read:

22502. (a) Any person employed to perform creditable service
on a part-time basis who is not already a member of the Defined
Benefit Program shall become a member as of the first day of
employment to perform creditable service for 50 percent or more of
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the full-time equivalent for the position, unless excluded from
membership pursuant to Section 22601.

(b) This section shall apply to persons who perform service
subject to coverage under this part and to persons who are employed
by employers who provide benefits for their employees under Part
14 (commencing with Section 26000).

(c) This section shall be deemed to have become operative on July
1, 1996.

SEC. 48. Section 22503 is added to the Education Code, to read:

22503. (a) Any person employed to perform creditable service
as a substitute teacher who is not already a member of the Defined
Benefit Program shall become a member as of the first day of the pay
period following the pay period in which the person performed 100
or more complete days of creditable service during the school year
in one school district, community college district, or county
superintendent’s office, unless excluded from membership pursuant
to Section 22601.

(b) This section shall not apply to persons employed by employers
who provide benefits for their employees under Part 14
(commencing with Section 26000).

(c) This section shall be deemed to have become operative on July
1, 1996.

SEC. 49. Section 22504 is added to the Education Code, to read:

22504. (a) Any person employed on a part-time basis who is not
already a member of the Defined Benefit Program shall become a
member on the first day of the pay period following the pay period
in which the person performed at least 60 hours of creditable service,
if employed on an hourly basis, or 10 days of creditable service, if
employed on a daily basis, in one school district, community college
district, or county superintendent’s office, unless excluded from
membership pursuant to Section 22601.

(b) This section shall not apply to persons employed on a
part-time basis by employers who provide benefits for their
employees under Part 14 (commencing with Section 26000).

(c) This section shall be deemed to have become operative on July
1, 1996.

SEC. 50. Section 22508 of the Education Code is amended to read:

22508. (a) A member who becomes employed by the same or a
different school district, community college district, or a county
superintendent to perform service that requires membership in a
different public retirement system, may elect to have that service
subject to coverage by the Defined Benefit Program of this plan and
excluded from coverage by the other public retirement system. The
election shall be made in writing on a form prescribed by this system
within 60 days from the date of hire in the position requiring
membership in the other public retirement system. If that election
is made, the service performed for the employer after the date of hire
shall be considered creditable service for purposes of this part.
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(b) A member of the Public Employees’ Retirement System who
is employed by a school district, community college district, or a
county superintendent and who is subsequently employed to
perform creditable service subject to coverage by the Defined
Benefit Program of the State Teachers’ Retirement Plan may elect
to have that service subject to coverage by the Public Employees’
Retirement System and excluded from coverage by the Defined
Benefit Program. The election shall be made in writing on a form
prescribed by this system within 60 days from the date of hire to
perform creditable service. If that election is made, creditable
service performed for the employer after the date of hire shall be
subject to coverage by the Public Employees’ Retirement System.

SEC. 51. Section 22508.5 of the Education Code is amended to
read:

22508.5. (a) Any person who is a member of the Defined Benefit
Program of the State Teachers’ Retirement plan employed by a
community college district who subsequently is employed by the
Board of Governors of the California Community Colleges to
perform duties that require membership in a different public
retirement system, shall be excluded from membership in that
different system if he or she elects, in writing, and files that election
in the office of the State Teachers’ Retirement System within 60 days
after the person’s entry into the new position, to continue as a
member of the Defined Benefit Program. Only a person who has
achieved plan vesting is eligible to elect to continue as a member of
the program.

(b) A member of the Public Employees’ Retirement System who
is employed by the Board of Governors of the California Community
Colleges who subsequently is employed by a community college
district to perform creditable service subject to coverage by this plan,
may elect to have that service subject to coverage by the Public
Employees’ Retirement System and excluded from coverage by this
plan pursuant to Section 20309 of the Government Code.

(c) This section shall apply to changes in employment effective on
or after January 1, 1998.

SEC. 52. Section 22513 of the Education Code is amended to read:

22513. Members of the Defined Benefit Program who elect
membership in the Public Employees’ Retirement System and have
achieved plan vesting according to Section 22156 shall retain the
vested rights to survivor and disability benefits under this part until
they qualify for the similar benefits in the Public Employees’
Retirement System.

SEC. 53. Section 22515 of the Education Code is amended to read:

22515. Persons excluded from membership pursuant to Sections
22601.5, 22602, and 22604 may elect membership in the Defined
Benefit Program at any time while employed to perform creditable
service subject to coverage under that program. The election shall be
in writing on a form prescribed by this system, and shall be filed in
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the office of this system prior to submission of contributions. The
election is irrevocable, and shall remain in effect until the member
terminates employment and receives a refund of accumulated
retirement contributions. The amendments to this section enacted
during the 1995-96 Regular Session shall be deemed to have become
operative on July 1, 1996.

SEC. 54. Section 22516 of the Education Code is amended to read:

22516. (a) Nothing in this chapter shall be construed or applied
to exclude from membership in the Defined Benefit Program any
person employed to perform creditable service at a level that
requires mandatory membership in the program for which he or she
has the right to elect membership in the program or another
retirement system and who elects membership in the other
retirement system, or who is employed to perform creditable service
at a level that does not require mandatory membership in the
Defined Benefit Program.

(b) Service performed after becoming a member of another
retirement system shall not be credited to the member under this
part, nor shall contributions or benefits under this part be based upon
that service or the compensation received by the member during
that period of service, except as provided in the definition of “final
compensation” contained in Section 22133.

SEC.55. Section 22600 of the Education Code is repealed.

SEC. 56. Section 22601.5 of the Education Code is amended to
read:

22601.5. (a) Any person who is not already a member of the plan
who is employed to perform creditable service and whose basis of
employment is less than 50 percent of the full-time equivalent for the
position is excluded from mandatory membership in the plan.

(b) This section shall apply to persons who perform service
subject to coverage under this part and to persons who are employed
by employers who provide benefits for their employees under Part
14 (commencing with Section 26000).

(c) This section shall be deemed to have become operative on July
1, 1996.

SEC. 57. Section 22602 of the Education Code is amended to read:

22602. (a) Any person who is not already a member of the plan
who is employed as a substitute and who performs less than 100
complete days of creditable service in one school district, community
college district, or county superintendent’s office during the school
year is excluded from mandatory membership in the plan.

(b) This section shall not apply to employers who provide benefits
for their employees under Part 14 (commencing with Section 26000).

(c) The amendments to this section enacted during the 1995-96
Regular Session shall be deemed to have become operative on July
1, 1996.

SEC. 58. Section 22604 of the Education Code is amended to read:
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22604. (a) Any person who is not already a member of the plan
who is employed on a part-time basis, and who performs less than 60
hours of creditable service in a pay period if employed on an hourly
basis, or less than 10 days of creditable service in a pay period if
employed on a daily basis, in one school district, community college
district, or county superintendent’s office is excluded from
mandatory membership in the plan.

(b) This section shall not apply to employers who provide benefits
for their employees under Part 14 (commencing with Section 26000).

(c) The amendments to this section enacted during the 1995-96
Regular Session shall be deemed to have become operative on July
1, 1996.

SEC.59. Section 22650 of the Education Code is amended to read:

22650. This chapter establishes the power of a court in a
dissolution of marriage or legal separation action with respect to
community property rights in accounts with the plan under this part
and establishes and defines the rights of nonmember spouses in the
plan under this part.

SEC. 60. Section 22651 of the Education Code is amended to read:

22651. For purposes of this chapter and Section 23300,
“nonmember spouse” means the spouse or former spouse who is
being or has been awarded a community property interest in the
service credit and accumulated retirement contributions or the
benefits of a member under this part. A nonmember spouse who is
awarded a separate account of service credit and accumulated
retirement contributions or who receives a retirement allowance
under this part, or who is awarded an interest in a member’s
retirement allowance under this part is not a member.

SEC. 61. Section 22652 of the Education Code is amended to read:

22652. (a) Upon the legal separation or dissolution of marriage
of a member, the court shall include in the judgment or a court order
the date on which the parties separated.

(b) The court may order in the judgment or court order that the
accumulated retirement contributions and service credit under this
part that are attributable to periods of service during the marriage
be divided into two separate and distinct accounts in the name of the
member and the nonmember spouse, respectively. Any service
credit or accumulated retirement contributions under this part that
are not explicitly awarded by the judgment or court order shall be
deemed the exclusive property of the member in the Defined
Benefit Program.

(c) The determination of the court of community property rights
pursuant to this section shall be consistent with this chapter and shall
address the rights of the nonmember spouse, including, but not
limited to, the following:

(1) The right to a retirement allowance under this part.

(2) The right to a refund of accumulated retirement contributions
under this part.
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(3) The right to redeposit accumulated retirement contributions
which are eligible for redeposit under this part by the member under
Sections 23200 to 23203, inclusive, and the shares of the member and
the nonmember spouse of the eligible redeposit amount.

(4) The right to purchase additional service credit under this part
which is eligible for purchase by the member under Sections 22800
to 22810, inclusive, and the shares of the member and the
nonmember spouse of the service credit eligible for purchase.

SEC. 62. Section 22653 of the Education Code is amended to read:

22653. (a) The nonmember spouse who is awarded a separate
account under this part pursuant to Section 22652 is not a member
of the Defined Benefit Program based on that award. The
nonmember spouse is entitled only to rights and benefits based on
that award explicitly established by this chapter.

(b) This section shall not be construed to limit any right arising
from the account of a nonmember spouse under this part that exists
because the nonmember spouse is or was employed to perform
creditable service subject to coverage by the Defined Benefit
Program.

SEC. 63. Section 22655 of the Education Code is amended to read:

22655. (a) Upon the legal separation or dissolution of marriage
of a retired member, the court may include in the judgment or court
order a determination of the community property rights of the
parties in the retirement allowance under this part of the retired
member consistent with this section. Upon election under
subparagraph (B) of paragraph (3) of subdivision (a) of Section 2610
of the Family Code, the court order awarding the nonmember spouse
a community property share in the benefits of a retired member shall
be consistent with this section.

(b) If the court does not award the entire retirement allowance
under this part to the retired member and the retired member is
receiving a retirement allowance that has not been modified
pursuant to Section 24300, the court shall require only that the system
pay the nonmember spouse, by separate warrant from the plan, his
or her community property share of the retirement allowance under
this part of the retired member.

(c) If the court does not award the entire retirement allowance
under this part to the retired member and the retired member is
receiving an allowance which has been actuarially modified pursuant
to Section 24300, the court shall order only one of the following:

(1) The retired member shall maintain the retirement allowance
under this part without change.

(2) The retired member shall cancel the option under which the
retirement allowance is modified under this part pursuant to Section
24305 and select a new joint and survivor option or a new beneficiary
or both, and the system shall pay the nonmember spouse, by separate
warrant from the plan, his or her community property share of the
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retirement allowance under this part of the retired member, the
option beneficiary, or both.

(3) The retired member shall cancel the option under which the
retirement allowance is modified under this part pursuant to Section
24305 and select an unmodified retirement allowance and the system
shall pay the nonmember spouse, by separate warrant from the plan,
his or her community property share of the retirement allowance of
the retired member.

(d) If the option beneficiary under this part, other than the
nonmember spouse, predeceases the retired member, the court shall
order the retired member to select a new option beneficiary under
this part pursuant to Section 24306 and shall order the system to pay
the nonmember spouse, by separate warrant from the plan, his or her
share of the community property interest in the retirement
allowance under this part of the retired member or the new option
beneficiary, or both.

(e) The right of the nonmember spouse to receive his or her
community property share of the retirement allowance under this
part of the retired member under this section shall terminate upon
the death of the nonmember spouse. However, the nonmember
spouse may designate a beneficiary to receive his or her community
property share of the retired member’s accumulated retirement
contributions under this part in the event that accumulated
retirement contributions become payable.

SEC. 64. Section 22656 of the Education Code is amended to read:

22656. No judgment or court order issued pursuant to this chapter
is binding on the plan with respect to the Defined Benefit Program
until the plan has been joined as a party to the action and has been
served with a certified copy of the judgment or court order.

SEC. 65. Section 22657 of the Education Code is amended to read:

22657. (a) The following provisions shall apply to a nonmember
spouse as if he or she were a member under this part: Sections 22107,
22306, 22906, 23802, subdivisions (a) and (b) of Section 24600, 24601,
24602, 24603, 24605, 24606, 24607, 24608, 24611, 24612, 24613, 24616,
and 24617.

(b) Notwithstanding subdivision (a), this section shall not be
construed to establish any right for the nonmember spouse under this
part that is not explicitly established in Sections 22650 to 22655,
inclusive, and Sections 22658 to 22665, inclusive.

SEC. 66. Section 22658 of the Education Code is amended to read:

22658. (a) A separate account awarded to a nonmember spouse
pursuant to Section 22652 shall be administered independently of the
member’s account.

(b) Accumulated contributions, service credit, and final
compensation attributable to a separate account of a nonmember
spouse under this part shall not be combined in any way or for any
purpose with the accumulated contributions, service credit, and final
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compensation of any other separate account of the nonmember
spouse.

(c) Accumulated contributions, service credit, and final
compensation attributable to the separate account of a nonmember
spouse shall not be combined in any way or for any purpose with the
accumulated contributions, service credit, and final compensation of
an account that exists under this part because the nonmember spouse
is employed or has been employed to perform creditable service
subject to coverage under the Defined Benefit Program.

SEC. 67. Section 22659 of the Education Code is amended to read:

22659. Upon being awarded a separate account or an interest in
the retirement allowance of a retired member under this part, a
nonmember spouse shall provide the system with proof of his or her
date of birth, social security number, and any other information
requested by the system, in the form and manner requested by the
system.

SEC. 68. Section 22660 of the Education Code is amended to read:

22660. (a) The nonmember spouse who is awarded a separate
account under this part shall have the right to designate, pursuant to
Sections 23300 to 23304, inclusive, a beneficiary or beneficiaries to
receive the accumulated retirement contributions remaining in the
separate account of the nonmember spouse on his or her date of
death, and any accrued allowance attributable to the separate
account which is unpaid on the date of the death of the nonmember
spouse under this part.

(b) This section shall not be construed to provide the nonmember
spouse with any right to elect to modify a retirement allowance under
Section 24300.

SEC. 69. Section 22661 of the Education Code is amended to read:

22661. (a) The nonmember spouse who is awarded a separate
account under this part shall have the right to a refund of the
accumulated retirement contributions in the account of the
nonmember spouse under this part.

(b) The nonmember spouse shall file an application on a form
provided by the system to obtain the refund.

(c) The refund under this part is effective when the system
deposits in the United States mail an initial warrant drawn in favor
of the nonmember spouse and addressed to the latest address for the
nonmember spouse on file in the system. If the nonmember spouse
has elected on a form provided by the system to transfer all or a
specified portion of the accumulated contributions that are eligible
for direct trustee-to-trustee transfer to the trustee of a qualified plan
under Section 402 of the Internal Revenue Code of 1986 (26 U.S.C.A.
Sec. 402), deposit in the United States mail of a notice that the
requested transfer has been made constitutes a return of the
nonmember spouse’s accumulated contributions.

(d) The nonmember spouse is deemed to have permanently
waived all rights and benefits pertaining to the service credit under
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this part and represented by the accumulated retirement
contributions when the refund becomes effective.

(e) The nonmember spouse may not cancel a refund under this
part after the refund is effective.

(f) The nonmember spouse shall have no right to elect to
redeposit the refunded accumulated retirement contributions under
this part after the refund is effective and shall have no right to
redeposit under Section 22662 or purchase additional service credit
under Section 22663 after the refund becomes effective.

(g) If the total service credit in the separate account of the
nonmember spouse under this part, including service credit
purchased under Sections 22662 and 22663, is less than two and
one-half years, the board shall refund the accumulated retirement
contributions in the account.

SEC. 70. Section 22662 of the Education Code is amended to read:

22662. The nonmember spouse who is awarded a separate
account under this part may redeposit accumulated retirement
contributions previously refunded to the member in accordance with
the determination of the court pursuant to Section 22652.

(a) The nonmember spouse may redeposit under this part only
those accumulated retirement contributions that were previously
refunded to the member and in which the court has determined the
nonmember spouse has a community property interest.

(b) The nonmember spouse shall inform the system in writing of
his or her intent to redeposit within 180 days after the judgment or
court order addressing the redeposit rights of the nonmember spouse
is entered. The nonmember spouse shall elect to redeposit on a form
provided by the system within 30 days after the system mails an
election form and the billing.

(c) If the nonmember spouse elects to redeposit under this part,
he or she shall repay the accumulated retirement contributions and
shall pay regular interest from the date of the refund to the date of
payment.

(d) An election to redeposit shall be considered an election to
repay all accumulated retirement contributions previously refunded
under this part in which the nonmember spouse has a community
property interest. All payments shall be received by the system
before the effective date of retirement of the nonmember spouse
under this part. If any payment due because of the election is not
received at the system’s office in Sacramento within 120 days of its
due date, the election shall be canceled and any payments made
under the election shall be returned to the nonmember spouse.

(e) The right of the nonmember spouse to redeposit shall be
subject to Section 23203.

(f) The member shall not have a right to redeposit the share of the
nonmember spouse in the previously refunded accumulated
retirement contributions under this part whether or not the
nonmember spouse elects to redeposit. However, any accumulated
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retirement contributions previously refunded under this part and
not explicitly awarded to the nonmember spouse under this part by
the judgment or court order shall be deemed the exclusive property
of the member.

SEC. 71. Section 22663 of the Education Code is amended to read:

22663. The nonmember spouse who is awarded a separate
account under this part shall have the right to purchase additional
service credit in accordance with the determination of the court
pursuant to Section 22652.

(a) The nonmember spouse may purchase only the service credit
that the court, pursuant to Section 22652, has determined to be the
community property interest of the nonmember spouse.

(b) The nonmember spouse shall inform the system in writing of
his or her intent to purchase additional service credit within 180 days
after the date the judgment or court order addressing the right of the
nonmember spouse to purchase additional service credit is entered.
The nonmember spouse shall elect to purchase additional service
credit on a form provided by the system within 30 days after the
system mails an election form and billing.

(c) If the nonmember spouse elects to purchase additional service
credit, he or she shall pay, prior to retirement under this part, all
contributions with respect to the additional service at the
contribution rate for additional service credit in effect at the time of
election and regular interest from July 1 of the year following the year
upon which contributions are based.

(1) (A) The nonmember spouse shall purchase additional service
credit by paying the required contributions and interest in one lump
sum, or in not more than 60 monthly installments, provided that no
installment, except the final installment, shall be less than
twenty-five dollars ($25). Regular interest shall be charged on the
monthly unpaid balance if the nonmember spouse pays in
installments.

(B) If any payment due because of the election is not received at
the system’s office in Sacramento within 120 days of its due date, the
election shall be canceled and any payments made under the election
shall be returned to the nonmember spouse.

(2) The contributions shall be based on the member’s
compensation earnable in the most recent school year during which
the member was employed, preceding the date of separation
established by the court pursuant to Section 22652.

(3) All payments of contributions and interest shall be received by
the system before the effective date of the retirement of the
nonmember.

(d) The nonmember spouse shall not have a right to purchase
additional service credit under this part after the effective date of a
refund of the accumulated retirement contributions in the separate
account of the nonmember spouse.
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(e) The member shall not have a right to purchase the community
property interest of the nonmember spouse of additional service
credit under this part whether or not the nonmember spouse elects
to purchase the additional service credit. However, any additional
service credit eligible for purchase that is not explicitly awarded to
the nonmember spouse by the judgment or court order shall be
deemed the exclusive property of the member.

SEC. 72. Section 22664 of the Education Code is amended to read:

22664. The nonmember spouse who is awarded a separate
account shall have the right to a service retirement allowance under
this part.

(a) The nonmember spouse shall be eligible to retire for service
under this part if the following conditions are satisfied:

(1) The member had performed at least five years of creditable
California service during the period of marriage, at least one year of
which had been performed subsequent to the most recent refund to
the member of accumulated retirement contributions, if five of the
member’s six years of credited service immediately before the
dissolution or legal separation had been in California. The credited
service may include service credited to the account of the member
as of the date of the dissolution or legal separation, previously
refunded service, and permissive service credit which the member
is eligible to purchase at the time of the dissolution or legal
separation.

(2) The nonmember spouse has at least two and one-half years of
credited service in his or her separate account.

(3) The nonmember spouse has attained the age of 55 years or
more.

(b) A service retirement allowance of a nonmember spouse under
this part shall become effective upon any date designated by the
nonmember spouse, provided:

(1) The requirements of subdivision (a) are satisfied.

(2) The nonmember spouse has filed an application for service
retirement on a form provided by the system, which is executed no
earlier than six months before the effective date of the retirement
allowance.

(3) The effective date is no earlier than the first day of the month
in which the application is received at the system’s office in
Sacramento and the effective date is after the date the judgment or
court order pursuant to Section 22652 was entered.

(c) Upon service retirement at or over normal retirement age
under this part, the nonmember spouse shall receive a retirement
allowance that shall consist of an annual allowance payable in
monthly installments equal to 2 percent of final compensation for
each year of credited service. If the nonmember spouse’s retirement
is effective at less than normal retirement age and between early
retirement age under this part and normal retirement age, the
retirement allowance shall be reduced by one-half of 1 percent for
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each full month, or fraction of a month, that will elapse until the
nonmember spouse would have reached normal retirement age.

(1) In computing the retirement allowance of the nonmember
spouse, the age of the nonmember spouse on the last day of the month
in which the retirement allowance begins to accrue shall be used.

(2) Final compensation, for purposes of calculating the service
retirement allowance of the nonmember spouse under this
subdivision, shall be calculated according to the definition of final
compensation in Section 22134, 22135, or 22136, whichever is
applicable, and shall be based on the compensation earnable of the
member up to the date the parties separated, as established in the
judgment or court order pursuant to Section 22652.

The nonmember spouse shall not be entitled to use any other
calculation of final compensation.

(d) If the member is or was receiving a disability allowance under
this part with an effective date before or on the date the parties
separated as established in the judgment or court order pursuant to
Section 22652, or at any time applies for and receives a disability
allowance with an effective date that is before or coincides with the
date the parties separated as established in the judgment or court
order pursuant to Section 22652, the nonmember spouse shall not be
eligible to retire until after the disability allowance of the member
terminates.

If the member who is or was receiving a disability allowance
returns to employment to perform creditable service subject to
coverage under the Defined Benefit Program or has his or her
allowance terminated under Section 24015, the nonmember spouse
may not be paid a retirement allowance until at least six months after
termination of the disability allowance and the return of the member
to employment to perform creditable service subject to coverage
under the Defined Benefit Program, or the termination of the
disability allowance and the employment or self-employment of the
member in any capacity, notwithstanding Section 22132. If at the end
of the six-month period, the member has not had a recurrence of the
original disability or has not had his or her earnings fall below the
amounts described in Section 24015, the nonmember spouse may be
paid a retirement allowance if all other eligibility requirements are
met.

(1) The retirement allowance of the nonmember spouse under
this subdivision shall be calculated as follows: the disability allowance
the member was receiving, exclusive of the benefits for dependent
children, shall be divided between the share of the member and the
share of the nonmember spouse. The share of the nonmember spouse
shall be the amount obtained by multiplying the disability allowance,
exclusive of the benefits for dependent children, by the years of
service credited to the separate account of the nonmember spouse,
including service projected to the date of separation, and dividing by
the projected service of the member. The nonmember spouse’s
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retirement allowance shall be the lesser of the share of the
nonmember spouse under this subdivision or the retirement
allowance under subdivision (c).

(2) The share of the member shall be the total disability allowance
reduced by the share of the nonmember spouse. The share of the
member shall be considered the disability allowance of the member
for purposes of Section 24213.

(e) The nonmember spouse who receives a retirement allowance
is not a retired member under this part. However, the allowance of
the nonmember spouse shall be increased by application of the
improvement factor and shall be eligible for the application of
supplemental increases and other benefit maintenance provisions
under this part, including, but not limited to, Sections 24411, 24412,
and 24415 based on the same criteria used for the application of these
benefit maintenance increases to the service retirement allowances
of members.

SEC. 72.5. Section 22664 of the Education Code is amended to
read:

22664. The nonmember spouse who is awarded a separate
account shall have the right to a service retirement allowance under
this part.

(a) The nonmember spouse shall be eligible to retire for service
under this part if the following conditions are satisfied:

(1) The member had at least five years of credited service during
the period of marriage, at least one year of which had been
performed subsequent to the most recent refund to the member of
accumulated retirement contributions. The credited service may
include service credited to the account of the member as of the date
of the dissolution or legal separation, previously refunded service,
out-of-state service, and permissive service credit which the member
is eligible to purchase at the time of the dissolution or legal
separation.

(2) The nonmember spouse has at least two and one-half years of
credited service in his or her separate account.

(3) The nonmember spouse has attained the age of 55 years or
more.

(b) A service retirement allowance of a nonmember spouse under
this part shall become effective upon any date designated by the
nonmember spouse, provided:

(1) The requirements of subdivision (a) are satisfied.

(2) The nonmember spouse has filed an application for service
retirement on a form provided by the system, which is executed no
earlier than six months before the effective date of the retirement
allowance.

(3) The effective date is no earlier than the first day of the month
in which the application is received at the system’s office in
Sacramento and the effective date is after the date the judgment or
court order pursuant to Section 22652 was entered.
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(c) Upon service retirement at or over normal retirement age
under this part, the nonmember spouse shall receive a retirement
allowance that shall consist of an annual allowance payable in
monthly installments equal to 2 percent of final compensation for
each year of credited service. If the nonmember spouse’s retirement
is effective at less than normal retirement age and between early
retirement age under this part and normal retirement age, the
retirement allowance shall be reduced by one-half of 1 percent for
each full month, or fraction of a month, that will elapse until the
nonmember spouse would have reached normal retirement age.

(1) In computing the retirement allowance of the nonmember
spouse, the age of the nonmember spouse on the last day of the month
in which the retirement allowance begins to accrue shall be used.

(2) Final compensation, for purposes of calculating the service
retirement allowance of the nonmember spouse under this
subdivision, shall be calculated according to the definition of final
compensation in Section 22134, 22135, or 22136, whichever is
applicable, and shall be based on the compensation earnable of the
member up to the date the parties separated, as established in the
judgment or court order pursuant to Section 22652.

The nonmember spouse shall not be entitled to use any other
calculation of final compensation.

(d) If the member is or was receiving a disability allowance under
this part with an effective date before or on the date the parties
separated as established in the judgment or court order pursuant to
Section 22652, or at any time applies for and receives a disability
allowance with an effective date that is before or coincides with the
date the parties separated as established in the judgment or court
order pursuant to Section 22652, the nonmember spouse shall not be
eligible to retire until after the disability allowance of the member
terminates.

If the member who is or was receiving a disability allowance
returns to employment to perform creditable service subject to
coverage under the Defined Benefit Program or has his or her
allowance terminated under Section 24015, the nonmember spouse
may not be paid a retirement allowance until at least six months after
termination of the disability allowance and the return of the member
to employment to perform creditable service subject to coverage
under the Defined Benefit Program, or the termination of the
disability allowance and the employment or self-employment of the
member in any capacity, notwithstanding Section 22132. If at the end
of the six-month period, the member has not had a recurrence of the
original disability or has not had his or her earnings fall below the
amounts described in Section 24015, the nonmember spouse may be
paid a retirement allowance if all other eligibility requirements are
met.

(1) The retirement allowance of the nonmember spouse under
this subdivision shall be calculated as follows: the disability allowance



7082 STATUTES OF 1998 [ Ch. 965 ]

the member was receiving, exclusive of the benefits for dependent
children, shall be divided between the share of the member and the
share of the nonmember spouse. The share of the nonmember spouse
shall be the amount obtained by multiplying the disability allowance,
exclusive of the benefits for dependent children, by the years of
service credited to the separate account of the nonmember spouse,
including service projected to the date of separation, and dividing by
the projected service of the member. The nonmember spouse’s
retirement allowance shall be the lesser of the share of the
nonmember spouse under this subdivision or the retirement
allowance under subdivision (c).

(2) The share of the member shall be the total disability allowance
reduced by the share of the nonmember spouse. The share of the
member shall be considered the disability allowance of the member
for purposes of Section 24213.

(e) The nonmember spouse who receives a retirement allowance
is not a retired member under this part. However, the allowance of
the nonmember spouse shall be increased by application of the
improvement factor and shall be eligible for the application of
supplemental increases and other benefit maintenance provisions
under this part, including, but not limited to, Sections 24411, 24412,
and 24415 based on the same criteria used for the application of these
benefit maintenance increases to the service retirement allowances
of members.

SEC. 73. Section 22665 of the Education Code is amended to read:

22665. The system shall include the service credit awarded to a
nonmember spouse in the judgment or court order to determine the
eligibility of a member for a retirement or disability allowance under
this part. That portion of awarded service credit based on previously
refunded contributions or on permissive service credit may not be
used by the member for eligibility requirements until the member
has redeposited or purchased his or her portion of the service credit.
The member’s service retirement allowance shall be calculated
based on the service credit in the member’s account on the effective
date of service retirement.

SEC. 74.  Section 22700 of the Education Code is amended to read:

22700. This chapter governs the computation of service to be
credited under this part to a member of the Defined Benefit Program
for the purpose of determining eligibility for benefits under the
program, the amount of contributions required of the member in the
program, and the amount of benefits paid to a retired member under
the program.

SEC.75. Section 22703 of the Education Code is amended to read:

22703. (a) Service shall be computed by school years and not by
calendar years, portions of years served being accumulated and
counted as service. All of the creditable service performed during
any one school year subject to coverage under the Defined Benefit
Program shall not count for more than one year.
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(b) In lieu of any other benefits provided by this part, any member
who performed service prior to July 1, 1956, shall receive retirement
benefits for that service at least equal to the benefits which he or she
would have received for that service under the provisions of this part
as they existed on June 30, 1956. This paragraph does not apply to
service which is credited in the San Francisco City and County
Employees Retirement System.

SEC. 76. Section 22705 of the Education Code is amended to read:

22705. No service shall be included under this part for which a
member of the Defined Benefit Program is entitled to receive a
retirement benefit in a lump sum or installment payments, for other
than military service, from any public retirement system other than
this system, or under the American Gratuity Act No. 4151 relating to
service in the Philippine Islands under which 15 or more years of
creditable service has accrued, or the San Francisco City and County
Employees Retirement System. If a retired member under this part
becomes entitled to such a retirement benefit, his or her retirement
allowance shall be reduced thereafter to exclude the service upon
which the retirement benefit is based, without other change in his or
her retirement status.

SEC. 77. Section 22705.5 is added to the Education Code, to read:

22705.5. Service subject to coverage by the San Francisco City
and County Retirement System pursuant to Section 24701 is excluded
from coverage in the Defined Benefit Program. The member shall
retain the right to receive a retirement allowance for creditable
service that is subject to coverage under the Defined Benefit
Program wunless he or she withdraws his or her accumulated
retirement contributions for that service.

SEC. 78. Section 22706 of the Education Code is amended to read:

22706. A member shall not receive credit for service performed
while receiving a retirement or disability allowance from the
Defined Benefit Program.

SEC.79. Section 22708 of the Education Code is amended to read:

22708. The calculations of retirement allowances under this part
for state employees in the personal leave program shall include credit
for service that would have been credited had the employee not been
in the personal leave program. The costs that result from the
increased service credit shall be paid for by the employer in a manner
prescribed by the system.

SEC. 80. Section 22709 of the Education Code is amended to read:

22709. A member shall receive credit under this part for time
during which the member is prevented from performing creditable
service subject to coverage under the Defined Benefit Program, by
act of God, or by reason of the closing of a school by any duly
authorized officer or body. If by reason of a member’s Japanese
ancestry, the member was required by the Wartime Civil Control
Administration to leave his or her teaching position in California and
returned prior to July 1, 1972, to service subject to coverage under the
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Defined Benefit Program, the system shall give the member four
years of service credit under this part.

SEC. 81. Section 22710 of the Education Code is amended to read:

22710. (a) Service shall be credited under this part, upon
payment of the contributions required under Sections 22901 and
22950, for that time during which a member is excused from
performance of creditable service and for which the member
receives workers’ compensation, or compensation from an insurance
carrier of the employer, due to injury or illness that arose out of and
in the course of the member’s employment. Service for that time
shall be credited in the proportion that the creditable compensation
paid to the member bears to the compensation earnable by the
member.

(b) The amount of creditable compensation paid to the member
shall not exceed the compensation earnable by the member during
the period of absence specified in subdivision (a).

SEC. 82. Section 22711 of the Education Code is amended to read:

22711. (a) A member under this part shall be granted service
credit for time during which the member serves as an elected officer
of an employee organization while on a compensated leave of
absence pursuant to Section 44987 or 87768.5, if all of the following
conditions are met:

(1) The member was employed and performed creditable service
subject to coverage under this Defined Benefit Program in the
month prior to commencement of the leave of absence.

(2) The member makes contributions to the Teachers’
Retirement Fund in the amount that the member would have
contributed had the member performed creditable service on a
full-time basis during the period the member served as an elected
officer of the employee organization.

(3) The member’s employer contributes to the Teachers’
Retirement Fund at a rate adopted by the board as a plan
amendment with respect to the Defined Benefit Program an amount
based upon the creditable compensation that would have been paid
to the member had the member performed creditable service on a
full-time basis during the period the member served as an elected
officer of the employee organization.

(b) The maximum period of time during which a member may
serve as an elected officer and receive service credit pursuant to this
section shall not exceed 12 calendar years.

SEC. 83. Section 22712 of the Education Code is amended to read:

22712. A member under this part shall receive credit for time
served as an exchange teacher in any location.

SEC. 84. Section 22712.5 of the Education Code is amended to
read:

22712.5. All members under this part who are employed by a
school district, community college district, or superintendent of
schools and who received credit during the school year ending June
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30, 1996, for service performed as a community service teacher or in
a classified position that does not qualify for membership in the
Public Employees’ Retirement System, shall continue to receive
credit for that service performed after June 30, 1996, provided the
member remains continuously employed to perform that service.

SEC. 85. Section 22713 of the Education Code is amended to read:

22713. (a) Notwithstanding any other provision of this chapter,
the governing board of a school district or a community college
district or a county superintendent of schools may establish
regulations that allow an employee who is a member of the Defined
Benefit Program to reduce his or her workload from full time to part
time, and receive the service credit the member would have
received if the member had been employed on a full-time basis and
have his or her retirement allowance, as well as other benefits that
the member is entitled to under this part, based, in part, on final
compensation determined from the compensation earnable the
member would have been entitled to if the member had been
employed on a full-time basis.

(b) The regulations shall include, but shall not be limited to, the
following:

(1) The option to reduce the member’s workload shall be
exercised at the request of the member and can be revoked only with
the mutual consent of the employer and the member.

(2) The member shall have been employed full time to perform
creditable service subject to coverage under the Defined Benefit
Program for at least 10 years including five years immediately
preceding the reduction in workload.

(3) The member shall not have had a break in service during the
five years immediately preceding the reduction in workload. For
purposes of this subdivision, sabbaticals and other approved leaves of
absence shall not constitute a break in service. However, time spent
on a sabbatical or other approved leave of absence shall not be used
in computing the five-year full-time service requirement prescribed
by this subdivision.

(4) The member shall have reached the age of 55 years prior to the
reduction in workload.

(5) The period of the reduced workload shall not exceed 10 years.

(6) The reduced workload shall be equal to at least one-half of the
full-time equivalent required by the member’s contract of
employment during his or her final year of full-time employment.

(7) The member shall be paid creditable compensation that is the
pro rata share of the creditable compensation the member would
have been paid had the member not reduced his or her workload.

(c) Prior to the reduction of a member’s workload under this
section, the employer in conjunction with the administrative staff of
the State Teachers’ Retirement System and the Public Employees’
Retirement System, shall verify the member’s eligibility for the
reduced workload program.
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(d) The member shall make contributions to the Teachers’
Retirement Fund in the amount that the member would have
contributed had the member performed creditable service on a
full-time basis subject to coverage under the Defined Benefit
Program.

(e) The employer shall contribute to the Teachers’ Retirement
Fund at a rate adopted by the board as a plan amendment with
respect to the Defined Benefit Program an amount based upon the
creditable compensation that would have been paid to the member
had the member performed creditable service on a full-time basis
subject to coverage under the Defined Benefit Program.

(f) The employer shall maintain the necessary records to
separately identify each member who participates in the reduced
workload program pursuant to this section.

SEC. 86. Section 22714 of the Education Code is amended to read:

22714. (a) Whenever the governing board of a school district or
a community college district or a county office of education, by
formal action taken prior to January 1, 1999, determines pursuant to
Section 44929 or 87488 that because of impending curtailment of or
changes in the manner of performing services, the best interests of
the district or county office of education would be served by
encouraging certificated employees or academic employees to retire
for service and that the retirement will either: result in a net savings
to the district or county office of education; result in a reduction of
the number of certificated employees or academic employees as a
result of declining enrollment; or result in the retention of
certificated employees who are credentialed to teach in, or faculty
who are qualified to teach in, teacher shortage disciplines, including,
but not limited to, mathematics and science, an additional two years
of service shall be credited under this part to a member of the
Defined Benefit Program if all of the following conditions exist:

(1) The member is credited with five or more years of service and
retires for service under the provisions of Chapter 27 (commencing
with Section 24201) during a period of not more than 120 days or less
than 60 days, commencing no sooner than the effective date of the
formal action of the employer that shall specify the period.

(2) The employer transfers to the retirement fund an amount
determined by the Teachers’” Retirement Board to equal the actuarial
equivalent of the difference between the allowance the member
receives after receipt of service credit under this section and the
amount the member would have received without the service credit
and an amount determined by the Teachers’ Retirement Board to
equal the actuarial equivalent of the difference between the
purchasing power protection supplemental payment the member
receives after receipt of additional service credit pursuant to this
section and the amount the member would have received without
the additional service credit. The payment for purchasing power
shall be deposited in the Supplemental Benefit Maintenance Account
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established by Section 22400 and shall be subject to Sections 24414 and
24415. The transfer to the retirement fund shall be made in a manner,
and time period not to exceed four years, that is acceptable to the
Teachers’ Retirement Board. The employer shall transfer the
required amount for all eligible employees who retire pursuant to
this section.

(3) The employer transmits to the retirement fund the
administrative costs incurred by the system in implementing this
section, as determined by the Teachers’ Retirement Board.

(4) The employer has considered the availability of teachers or
academic employees to fill the positions that would be vacated
pursuant to this section.

(b) (1) The school district shall demonstrate and certify to the
county superintendent that the formal action taken would result in
either: (A) a net savings to the district; (B) a reduction of the number
of certificated employees as a result of declining enrollment, as
computed pursuant to Section 42238.5; or (C) the retention of
certificated employees who are credentialed to teach in teacher
shortage disciplines.

(2) The county superintendent shall certify to the Teachers’
Retirement Board that a result specified in paragraph (1) can be
demonstrated. The certification shall include, but not be limited to,
the information specified in subdivision (b) of Section 14502. A
district that qualifies under clause (B) of paragraph (1) shall also
certify that it qualifies as a declining enrollment district as computed
pursuant to Section 42238.5.

(3) The school district shall reimburse the county superintendent
for all the costs of the county superintendent that result from the
certification.

(c) (1) The county office of education shall demonstrate and
certify to the Superintendent of Public Instruction that the formal
action taken would result in either: (A) a net savings to the county
office of education; (B) a reduction of the number of certificated
employees as a result of declining enrollment; or (C) the retention
of certificated employees who are credentialed to teach in teacher
shortage disciplines.

(2) The Superintendent of Public Instruction shall certify to the
Teachers’ Retirement Board that a result specified in paragraph (1)
can be demonstrated. The certification shall include, but not be
limited to, the information specified in subdivision (b) of Section
14502.

(3) The Superintendent of Public Instruction may request
reimbursement from the county office of education for all
administrative costs that result from the certification.

(d) (1) The community college district shall demonstrate and
certify to the chancellor’s office that the formal action taken would
result in either: (A) a net savings to the district; (B) a reduction in
the number of academic employees as a result of declining
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enrollment, as computed pursuant to subdivision (c¢) of Section
84701; or (C) the retention of faculty who are qualified to teach in
teacher shortage disciplines.

(2) The chancellor shall certify to the Teachers’ Retirement Board
that a result specified in paragraph (1) can be demonstrated. The
certification shall include, but not be limited to, the information
specified in subdivision (c) of Section 84040.5. A community college
district that qualifies under clause (B) of paragraph (1) of subdivision
(b) of this section shall also certify that it qualifies as a declining
enrollment district as computed pursuant to subdivision (c) of
Section 84701.

(3) The chancellor may request reimbursement from the
community college for all administrative costs that result from the
certification.

(e) The opportunity to be granted service credit pursuant to this
section shall be available to all members employed by the school
district, community college district, or county office of education who
meet the conditions set forth in this section.

(f) The amount of service credit shall be two years.

(g) Any member of the Defined Benefit Program who retires
under this part for service under the provisions of Chapter 27
(commencing with Section 24201) with service credit granted under
this section and who subsequently reinstates shall forfeit the service
credit granted under this section.

(h) This section shall not be applicable to any member otherwise
eligible if the member receives any unemployment insurance
payments arising out of employment with an employer subject to this
part during a period extending one year beyond the effective date
of the formal action, or if the member is not otherwise eligible to
retire for service.

SEC. 87. Section 22715 of the Education Code is amended to read:

22715. (a) Notwithstanding any other provisions of this part,
whenever the Governor, by executive order, determines that
because of an impending curtailment of, or change in the manner of
performing service, the best interest of the state would be served by
encouraging the retirement of state employees, and that sufficient
economies could be realized to offset any cost to state agencies
resulting from this section, an additional two years of service shall be
credited under this part to members of the Defined Benefit Program,
who are state employees, if the following conditions exist:

(1) The member is credited with five or more years of service and
retires during a period not to exceed 120 days or less than 60 days
commencing no sooner than the date of issuance of the Governor’s
executive order specifying that period.

(2) The appointing power, as defined in Section 18524 of the
Government Code, transfers to the retirement fund an amount
determined by the board to equal the actuarial equivalent of the
difference between the allowance the member receives after the
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receipt of service credit under this section and the amount the
member would have received without the service credit. The
transfer to the retirement fund shall be made in a manner and time
period acceptable to the employer and the board.

(3) The appointing power determines that it is electing to exercise
the provisions of this section, pursuant to the Governor’s order, and
certifies to the Department of Finance and to the Legislative Analyst,
as to the specific economies that would be realized if the additional
service credit toward retirement were granted.

(b) As used in this section, “member” means a state employee
who is employed in a job classification, department, or other
organizational unit designated by the appointing power, as defined
in Section 18524 of the Government Code.

(c) The amount of service credit shall be two years regardless of
credited service, but shall not exceed the number of years
intervening between the date of the member’s retirement under this
part and the date the member would be required to be retired
because of age. The appointing power shall make the payment with
respect to all eligible employees who retire pursuant to this section.

(d) Any member who qualifies under this section, upon
subsequent reinstatement under this part, shall forfeit the service
credit granted under this section.

(e) This section shall not be applicable to any member otherwise
eligible if that member receives any unemployment insurance
payments arising out of employment with an employer subject to this
part during a period extending one year beyond the date of issuance
of the executive order or if the member is not eligible to retire
without the additional credit available under this section.

(f) The benefit provided by this section shall not be applicable to
the employees of any appointing power until the Director of Finance
approves the transmittal of funds by that appointing power or the
Board of Regents or the Board of Trustees to the retirement fund
pursuant to paragraph (2) of subdivision (a).

(g) The Director of Finance shall approve the transmittal of funds
by the appointing power not sooner than 30 days after notification in
writing of the necessity therefor to the chairperson of the committee
in each house that considers appropriations and the chairperson of
the Joint Legislative Budget Committee, or not sooner than any
lesser time that the chairperson of the committee, or his or her
designee, may in each instance determine. If there is any written
communication between the Director of Finance and the Legislative
Analyst, a copy of the communication shall be transmitted to the
chairperson of each appropriate policy committee.

SEC. 88. Section 22716 of the Education Code is amended to read:

22716. Notwithstanding any other provision of law, a member of
the Defined Benefit Program upon any subsequent service under
unpaid contract or any other unpaid basis with the trustees, shall not
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be required to forfeit the service credit granted under former Section
22732, as it read on June 29, 1993.

SEC. 89. Section 22718 of the Education Code is amended to read:

22718. (a) The Teachers’ Retirement Board shall establish rules
and regulations for the purpose of billing school employers for service
credit granted for sick leave under this part, including, but not
limited to, both of the following provisions:

(1) The billing shall be authorized only if the employer grants
more than one day of sick leave per pay period of at least four weeks
to members of the Defined Benefit Program.

(2) The employer shall be billed only for the present value of sick
leave days granted in excess of one day per pay period of at least four
weeks.

(b) If a school employer fails to pay a bill charged according to the
rules and regulations established pursuant to subdivision (a), the
Teachers’ Retirement Board may request the Superintendent of
Public Instruction or the Chancellor of the California Community
Colleges, as appropriate, to reduce state apportionments to the
school employer by an amount equal to the amount billed. The
superintendent or chancellor shall make the reduction, and if
requested by the board, direct the Controller to reduce the amount
transferred from the General Fund to Section A or Section B, as
appropriate, of the State School Fund by an equal amount, which
shall instead be transferred to the Teachers’ Retirement Fund.

SEC. 90. Section 22721 of the Education Code is amended to read:

22721. Except as provided in Section 22717, no service credit shall
be granted under this part for any payment made for accumulated
sick leave upon transfer from one employer to another, upon
termination of service, upon retirement, or upon death. No
contributions under this part shall be withheld from any such
payments. Payments for accumulated sick leave shall be paid to the
member by separate warrant and shall not be included in any payroll
warrant issued to the member. The payments shall not be included
in the determination of “final compensation” under this part. No
continued leave of absence shall be granted a member solely for the
purpose of allowing the member to receive compensation for
accumulated sick leave for which the member could otherwise have
elected to receive payment.

SEC.91. Section 22800 of the Education Code is amended to read:

22800. (a) Claims for permissive and additional service credit
under this part shall be corroborated by a statement from the
superintendent of schools or custodian of records of the employer for
which the service was performed.

(b) Claims for creditable service under this part performed
outside the United States or in federal schools within the United
States shall be corroborated by a statement from the custodian of
records.
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(c) When the official records of the service have been destroyed,
the claim may be corroborated by one or more affidavits of
knowledge of the service, preferably by persons who served with the
member at the time the service was performed.

SEC. 92. Section 22802 of the Education Code is amended to read:

22802. (a) A member who was previously excluded from
membership in the Defined Benefit Program may elect to receive
credit for:

(1) Service as a substitute excluded under Section 22602.

(2) Service performed on a part-time basis excluded under
Section 22601.5 or Section 22604.

(3) Adult education service excluded under Section 22603, as it
read on December 31, 1995.

(4) Service as a school nurse excluded under Section 22606, as it
read on December 31, 1995.

(5) Service performed in a position prior to the date the position
was made subject to coverage under the Defined Benefit Program.

(6) Service subject to coverage under the Defined Benefit
Program performed while a member of another California public
retirement system, provided the member has ceased to be a member
of, and has ceased to be entitled to benefits from, the other
retirement system. The member shall not receive credit for the
service if the member may redeposit withdrawn contributions and
subsequently be eligible for any benefits based upon the same service
or based upon other full-time service performed during the same
period, from another California public retirement system.

(b) A member who elects to receive credit under this part for
service performed while excluded from membership under the
Defined Benefit Program shall pay the required contributions for all
such service.

SEC. 93. Section 22805 of the Education Code is amended to read:

22805. (a) A member may elect to receive credit under this part
for time served in the active military service of the United States or
of this state, including active service in any uniformed auxiliary to any
branch of that military service authorized as an auxiliary by the
United States Congress or the California State Legislature, or in the
full-time paid service of the American Red Cross prior to September
1957, if both of the following conditions exist:

(1) The time served was during war with any foreign power or
during other national emergency, or in time of peace if the member
was drafted for that service by the United States government.

(2) The member was employed to perform creditable service
subject to coverage by the plan within one year prior to entering that
service. Time included under this section shall be considered as
served in the state in which the member was last employed before
entering that service.
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(b) Time during which the member is absent without
compensation for other cause, on leave, or otherwise, shall not be
included.

SEC. 94. Section 22806 of the Education Code is amended to read:

22806. (a) A member who is a state employee who retired on or
after December 31, 1981, and who was at retirement a state employee
may elect to receive credit under this part, of not to exceed four
years, for time served of not less than one year, prior to membership
in the Defined Benefit Program, in the armed forces of the United
States or in the Merchant Marine of the United States prior to January
1, 1950. Service credit shall not be granted if that service terminated
with a discharge under dishonorable conditions. The service credit
to be accorded pursuant to this section for that service shall be on the
basis of one year of credit for each five years of credited service, but
shall not exceed a total of four years of service credit regardless of the
number of years of either that service or subsequent service. A
member electing to receive credit under this part for that service
shall have been credited with at least 10 years of service on the date
of election or the date of retirement.

(b) An election by a member with respect to service credit under
this section may be made only while the member is in state or
university employment, and a retired member shall have retired
immediately following service as a member who was at retirement
a state employee. The retirement allowance of a member who elects
to receive service credit pursuant to this section shall be increased
only with respect to the allowance payable on and after the date of
election.

(c) A member who elects to become subject to this section shall
pay all reasonable administrative costs and contributions, sufficient
to cover the total employer and employee cost plus interest of the
military service credit, at rates to be determined by the board. The
amount shall be contributed in lump sum or by installments over the
period and subject to those minimum payments as may be prescribed
by regulations of the board. Payments for administrative costs shall
be credited to the current appropriation for support of the board and
available for expenditure by the board to fund positions deemed
necessary by the board to implement this section.

(d) The board has no duty to locate or notify any member or to
provide the name or address of any member, agency, or entity for the
purpose of notifying those persons.

SEC.95. Section 22807 of the Education Code is amended to read:

22807. (a) A member of the Defined Benefit Program who
voluntarily requests or agrees to an extension of his or her original
term of enlistment, service, or tour of duty shall not receive credit
under this part for time served during the extension of military
service after December 31, 1958.

(b) In no event shall a member receive credit for more than four
years of military service performed after June 30, 1998, except where
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otherwise authorized in accordance with Chapter 14.5 (commencing
with Section 22850).

SEC. 96. Section 22808 of the Education Code is amended to read:

22808. A member of the Defined Benefit Program shall not be
required to pay contributions under this part to receive credit for
service under Section 22805 under any of the following conditions:

(a) The service was performed after September 15, 1940, and the
member returned to employment subject to coverage under the
Defined Benefit Program prior to March 19, 1948.

(b) The service was performed prior to January 1, 1950, and the
member was continuously performing the service prior to that date
and returned to employment subject to coverage under the Defined
Benefit Program within six months following the termination of the
service.

(c) The service was performed prior to September 14, 1978, and
the member entered that service after December 31, 1949, and
returned to employment subject to coverage under the Defined
Benefit Program within six months following the termination of the
service.

(d) The service was performed prior to January 1, 1992, and the
member entered that service after August 1, 1990, and retired or
returned to employment subject to coverage under the Defined
Benefit Program and earned additional service credit within six
months following the termination of that service or within six months
after the completion of any period of rehabilitation offered by the
United States government, excluding rehabilitation solely for
educational purposes. Notwithstanding Section 22250, 22251, or
22253, employers of members subject to this section shall not be
required to make the contributions required by Chapter 16
(commencing with Section 22950).

SEC.97. Section 22809 of the Education Code is amended to read:

22809. A member of the Defined Benefit Program may elect to
receive credit under this part for teaching service performed within
and outside of this state in a war relocation center administered by
the Wartime Civil Control Administration if all of the following
conditions exist:

(a) By reason of the member’s Japanese ancestry the member was
placed in a war relocation center prior to becoming a member of the
Defined Benefit Program.

(b) The member earned compensation for service in a teaching
capacity in the relocation center.

(c) The member possessed a valid California teaching credential
issued by the State Department of Education or had a bachelor’s
degree in education from a California postsecondary institution.

SEC. 98. Section 22810 of the Education Code is amended to read:

22810. (a) Any member of the Defined Benefit Program, who
was a member of the program on June 30, 1944, may elect to receive
credit under this part for the following service performed prior to
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July 1, 1944, in other states, territories, or possessions of the United
States, or in Canada:

(1) Service in a teaching position that in this state would be subject
to coverage under the Defined Benefit Program.

(2) Service in a teaching position in a publicly supported and
administered university or college.

(3) Service in a teaching position with the Civilian Conservation
Corps or in an Indian school supported and administered by the
United States government.

(4) Service in a publicly supported residential school for the deaf
or the blind.

(b) In no event shall the member receive credit for this service if
the member has received or is eligible to receive credit for the same
service in another retirement system.

SEC. 99. Section 22821 of the Education Code is amended to read:

22821. A member’s election to purchase out-of-state service
credit pursuant to this chapter shall be submitted in writing and shall
include information as required by the board.

SEC. 100. Section 22823 of the Education Code is amended to
read:

22823. (a) A member who elects to receive credit for out-of-state
service as provided in this chapter shall contribute to the retirement
fund the actuarial cost of the service, including interest as
appropriate, as determined by the board based on the most recent
valuation of the Defined Benefit Program.

(b) (1) Any payment that a member may make to the system to
obtain credit for out-of-state service pursuant to this chapter shall be
paid in full prior to the effective date of a family, survivor, disability,
or retirement allowance.

(2) If the system is unable to inform the member of the amount
required to purchase out-of-state service prior to the effective date
of the applicable allowance, the member may make payment in full
within 30 days after the date of mailing of the statement of
contributions and interest required or the effective date of the
appropriate allowance, whichever is later.

(c) Contributions for out-of-state service credit shall be made in
a lump sum, or in not more than 120 monthly installments. No
installment, except the final installment, shall be less than
twenty-five dollars ($25).

(d) Regular interest shall be charged on the monthly unpaid
balance if the member makes installment payments.

SEC. 101. Section 22850 of the Education Code is amended to
read:

22850. (a) The Legislature hereby declares its intent to provide
benefits under this part to reemployed members who have been
absent from a position of employment subject to coverage under the
Defined Benefit Program to perform service in the uniformed
services of the United States in accordance with the Uniformed
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Services Employment and Reemployment Rights Act of 1994
(Chapter 43 (commencing with Section 4301) of Title 38 of the
United States Code).

(b) The system shall comply with Chapter 43 (commencing with
Section 4301) of Title 38 of the United States Code, as that chapter
may be amended from time to time.

(c) “Service in the uniformed services” means the performance
of duty on a voluntary or involuntary basis in a uniformed service
under competent authority and includes active duty, active duty for
training, initial active duty for training, inactive duty training, and a
period for which a member is absent from a position of employment
for the purpose of an examination to determine the fitness of the
member to perform any duty.

(d) “Uniformed services” means the Armed Forces of the United
States of America, the Army National Guard and the Air National
Guard when engaged in active duty for training, inactive duty
training, or full-time National Guard duty, the commissioned corps
of the Public Health Service, and any other category of persons
designated by the President in time of war or emergency.

(e) Except as provided in Section 22851, no benefit shall accrue
during the period of service in the uniformed services if the member
does not return to employment, with the same employer which had
employed the member immediately prior to the eligible period of
service in the uniformed services, as prescribed in Chapter 43
(commencing with Section 4301) of Title 38 of the United States
Code.

SEC. 102. Section 22851 of the Education Code is amended to
read:

22851. The right to pension benefits under this part of a member
who returns to employment with the same employer which had
employed the member immediately prior to the eligible period of
service in the uniformed services, and is subject to Chapter 43
(commencing with Section 4301) of Title 38 of the United States
Code shall be determined under this section.

(a) (1) A member shall be treated as not having incurred a break
in service by reason of that member’s eligible period or periods of
service in the uniformed services.

(2) Each eligible period of service served by a member in the
uniformed services shall, upon return to employment, with the same
employer which had employed the member immediately prior to the
eligible period of service in the uniformed services, be deemed to
constitute service with the employer or employers toward plan
vesting and eligibility for membership in the Defined Benefit
Program.

(3) A member who returns to employment, with the same
employer which had employed the member immediately prior to the
eligible period of service in the uniformed services shall not be
entitled to any benefits under this part in respect of service in the
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uniformed services to which the member would not otherwise have
been entitled had the member remained continuously employed and
not undertaken such service in the uniformed services.

(b) For purposes of calculating benefits, a member who returns
to employment with the same employer which had employed the
member immediately prior to the eligible period of service in the
uniformed services shall be entitled to service credit under this part
for the eligible period of service in the uniformed services upon his
or her payment of the member contributions required under Section
22901 that otherwise would have been due for such period of service
had the member remained continuously employed and not
undertaken such service in the uniformed services. No such payment
of member contributions may exceed the amount the member would
have been required to contribute under this part had the member
not served in the uniformed services and had remained continuously
employed by the employer throughout the eligible period of service
in the uniformed services. If a member fails to remit the member
contributions that would have been required under Section 22901 in
respect of the eligible period of service in the uniformed services no
service credit shall be provided under this part for the period to
which the omitted contributions relate.

(c) Any payment of member contributions to the Defined Benefit
Program in this section shall be made by the member during the
period beginning with the date of return to employment and may
continue for three times the period of the member’s eligible service
in the uniformed services, not to exceed five years. Any payment of
member contributions to the Defined Benefit Program in this section
by a member who returned to employment prior to January 1, 1997,
and qualifies for benefits in accordance with the Uniformed Services
Employment and Reemployment Rights Act of 1994 (Chapter 43
(commencing with Section 4301) of Title 38 of the United States
Code), shall be made by the member during the period beginning
with the date of notification of eligibility by the employer to the
system and may continue for three times the period of the member’s
eligible service in the uniformed services, not to exceed five years.
Any subsequent request to purchase this service shall be subject to
the provisions of Chapter 14 (commencing with Section 22800). If all
contributions due under this part are not paid to the plan with respect
to the Defined Benefit Program within the specified repayment
period and in accordance with subdivision (b) of Section 22851 the
contributions shall be returned to the member at the end of the
repayment period. Interest on member contributions made for the
eligible period of service in the uniformed services shall not be
credited under this part until after the contributions due are paid and
then only prospectively to the member’s account in accordance with
Section 22216.

SEC. 103. Section 22852 of the Education Code is amended to
read:
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22852. (a) An employer reemploying a member of the Defined
Benefit Program with service subject to the requirements of Chapter
43 (commencing with Section 4301) of Title 38 of the United States
Code shall be liable to the plan for the employer contributions under
this part provided that employer was the last employer employing
the member immediately prior to the period served by the member
in the uniformed services.

(b) For purposes of determining the amount of that liability under
this part and any obligation to the plan with respect to the Defined
Benefit Program, interest shall not be included in the liability to the
plan.

(c) Subject to subdivision (e), the employer shall pay the
employer contributions for the eligible period of service in the
uniformed services, that would have been required under Sections
22950 and 22951 had the member remained continuously employed
during that period of eligible service in the uniformed services.

(d) The employer shall not be liable for employer contributions
under this part for the eligible period of service in the uniformed
services to the extent that the member fails to remit the member
contributions for such period.

(e) The employer shall provide information regarding the
reemployment of a member who is subject to Chapter 43
(commencing with Section 4301) of Title 38 of the United State
Codes on a form prescribed by the system within 30 days of the date
of reemployment.

(f) Employers shall remit to the plan with respect to the Defined
Benefit Program the employer contributions required under
subdivision (c) within 60 working days of the date the system notifies
the employer of the amount of contributions due with respect to the
member who elects to remit the member contributions for the
eligible period of service in the uniformed services.

(g) If the employee does not comply with subdivision (b) of
Section 22851 within the time period specified, the employer
contributions that were remitted for that period shall be adjusted
pursuant to Section 23008.

SEC. 104. Section 22853 of the Education Code is amended to
read:

22853. For purposes of computing an employer’s contributions
for the eligible period of service or the member’s contributions under
this part, the employee’s compensation earnable during the period
shall be computed as follows:

(a) The compensation earnable the member would have received
for the eligible period of service.

(b) In the event the compensation earnable is not reasonably
certain, the employer’s contributions and member’s contributions
shall be based on the member’s average compensation earnable
during the 12-month period immediately preceding the eligible
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period of service in the uniformed services or, if shorter, the period
of employment immediately preceding that period of service.

SEC. 105. Section 22854 of the Education Code is amended to
read:

22854. A reemployed member who has been absent from a
position of employment subject to coverage under the Defined
Benefit Program to perform service in the uniformed services,
pursuant to Section 22850, for a period in excess of five years shall not
be entitled to service credit or credit for plan vesting purposes under
this part, except where the service in the uniformed services has
exceeded five years for the following reasons:

(a) The member is required to serve beyond five years to
complete an initial period of obligated service.

(b) The member was unable to obtain orders releasing the
member from a period of service in the uniformed services before the
expiration of the five-year period and that inability was through no
fault of the member.

(c) The member served in the uniformed services as required
pursuant to Section 270 of Title 10 of the United States Code, Section
502(a) or 503 of Title 32 of the United States Code, or to fulfill
additional training requirements determined and certified in writing
by the Secretary of Defense, to be necessary for professional
development, or for completion of skill training or retraining.

(d) The member is ordered to do any of the following:

(1) Ordered to or retained on active duty under Section 672(a),
672(g), 673, 673(b), 673(c), or 688 of Title 10 of the United States
Code or under Section 331, 332, 359, 360, 367, or 712 of Title 14 of the
United States Code.

(2) Ordered to or retained on active duty, other than for training,
under any provision of law during a war or during a national
emergency declared by the President or the Congress.

(3) Ordered to active duty, other than for training, in support, as
determined by the secretary concerned, of an operational mission for
which personnel have been ordered to active duty under Section
673(b) of Title 10 of the United Stated Code.

(4) Ordered to active duty in support, as determined by the
secretary concerned, of a critical mission or requirement of the
uniformed services.

(5) Called into federal service as a member of the National Guard
under Chapter 15 (commencing with Section 331) of Title 10 of the
United States Code or under Section 3500 or 8500 of Title 10 of the
United States Code.

SEC. 106. Section 22855 of the Education Code is amended to
read:

22855. A member of the Defined Benefit Program shall have no
right to the benefits under this part otherwise accorded under this
chapter in respect of service in the uniformed services upon the
occurrence of any of the following events:
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(a) A separation of the member from the uniformed service with
a dishonorable or bad conduct discharge.

(b) A separation of the member from the uniformed service under
other than honorable conditions, as characterized pursuant to
regulations prescribed by the secretary concerned.

(c) A dismissal of the member permitted under Section 1161(a)
of Title 10 of the United States Code.

(d) A dropping of the member from the rolls pursuant to Section
1161(b) of Title 10 of the United States Code.

SEC. 107. Section 22856 of the Education Code is amended to
read:

22856. No provision of this chapter shall apply to the extent it
would require any action to be taken that would cause the plan or its
members under this part to incur adverse tax consequences under
the Internal Revenue Code of 1986 (Title 26 of the United States
Code).

SEC. 108. Section 22900 of the Education Code is amended to
read:

22900. Acceptance of employment to perform creditable service
subject to coverage under the Defined Benefit Program is consent
to have contributions deducted from compensation.

SEC. 109. Section 22901 of the Education Code is amended to
read:

22901. Each member of the Defined Benefit Program shall
contribute to the retirement fund an amount equivalent to 8 percent
of the member’s creditable compensation.

SEC. 110. Section 22902 of the Education Code is amended to
read:

22902. Members’ accumulated retirement contributions and
those other contributions required for credited service under this
part shall be in the amounts required based on rates of contribution
applicable for the years included in that period.

SEC. 111. Section 22903 of the Education Code is amended to
read:

22903. Notwithstanding Sections 22901, 22956, and 23000, each
school district, community college district, county board of
education, and county superintendent of schools, may pick up, for the
sole purpose of deferring taxes, as authorized by Section 414(h)(2)
of the Internal Revenue Code of 1986 (26 U.S.C.A. Sec. 414(h)(2))
and Section 17501 of the Revenue and Taxation Code, all of the
contributions required to be paid under this part by a member of the
Defined Benefit Program, provided that the contributions are
deducted from the creditable compensation of the member.

SEC. 112. Section 22904 of the Education Code is amended to
read:

22904. Notwithstanding any other provision of law, the state may
pick up all or a portion of the contributions required to be paid under
this part by a state employee who is a member of the Defined Benefit
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Program, provided that the contributions are deducted from the
creditable compensation of the member. The pickup of member
contributions shall be through a salary reduction program pursuant
to Section 414(h)(2) of the Internal Revenue Code of 1986 (26
US.C.A. Sec. 414(h)(2)). These contributions shall be reported as
employer-paid member contributions, and shall be credited to the
account of the member.

SEC. 113. Section 22906 of the Education Code is amended to
read:

22906. If at the time of retirement, disability, or death, there are
contributions remaining to the credit of the member that were made
with respect to time on the basis of which a benefit will not be payable
under this part, the board shall refund the contributions as it may
allocate to the time.

SEC. 114. Section 22907 of the Education Code is amended to
read:

22907. Accumulated retirement contributions credited under
this part to the account of a member whose date of birth is changed
in the records of the system after December 31, 1979, shall be adjusted
to the proper amount based on the correct birth date by either of the
following methods:

(a) A refund of the excess contributions plus credited interest
from the end of the school year in which contributions were overpaid
because of the incorrect birth date.

(b) Payment by the member of the contributions due to the plan
under this part plus regular interest from the end of the school year
in which the contributions were underpaid to the date of payment.

SEC. 115. Section 22950 of the Education Code is amended to
read:

22950. Employers shall contribute monthly to the Teachers’
Retirement Fund 8 percent of the creditable compensation upon
which members’ contributions under this part are based.

SEC. 116. Section 22951 of the Education Code is amended to
read:

22951. In addition to any other contributions required by this
part, employers shall contribute monthly to the Teachers’
Retirement Fund 0.25 percent of the creditable compensation upon
which members’ contributions under this part are based.

SEC. 117. Section 22951.5 of the Education Code is amended to
read:

22951.5. In addition to any other contributions required by this
part, if the board determines that the Supplemental Benefit
Maintenance Account will not have sufficient funds to make the
maximum payment under this part pursuant to Section 24417, the
board may increase the employer contribution rate as provided in
Section 24416.

SEC. 118. Section 22952 of the Education Code is amended to
read:
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22952. (a) Effective January 1, 1980, in addition to all other
contributions required by this part, on account of liability for benefits
pursuant to Section 24407, employers shall contribute monthly to the
Teachers’ Retirement Fund 0.307 percent of the creditable
compensation upon which members’ contributions under this part
are based.

(b) The Controller shall adjust the contributions required by this
section within 10 days of notification by the board of the actual
creditable compensation on which the contributions are based. A
copy of the notification shall be transmitted to the Legislature, the
Director of Finance, the Office of the Legislative Analyst, and the
Commission on State Mandates. The payroll data shall be subject to
audit by the Controller pursuant to Section 17558.5 of the
Government Code.

SEC. 119. Section 22954 of the Education Code is amended to
read:

22954. (a) In addition to any other contributions required by this
part, on July 1, 1990, and on July 1 of each subsequent year, the
Controller, subject to Section 24414, shall transfer, based on
estimated payroll data provided by the board, the following
percentages of the total of the prior year creditable compensation
upon which members’ contributions under this part are based to the
Supplemental Benefit Maintenance Account in the Teachers’
Retirement Fund, for the purpose of funding the supplemental
payments authorized under Section 24415:

(1) For the fiscal year ending June 30,1991 ............. 0.50%
(2) For the fiscal year ending June 30,1992 ............. 1.00%
(3) For the fiscal year ending June 30,1993 ............. 1.50%
(4) For the fiscal year ending June 30,1994 ............. 2.00%
(5) For the fiscal year ending June 30, 1995, and each

fiscal year thereafter ............... ... ... ... .. 2.50%

These transfers shall be based upon estimated payroll data
provided to the Director of Finance by the board and shall be
adjusted in January of that same fiscal year to reflect actual payroll
data.

(b) The board may deduct from the annual state contributions
made pursuant to this section an amount necessary for the
administrative expenses to implement Section 24415, subject to the
annual Budget Act.

(c) Notwithstanding any other provision of law, it is the intent of
the Legislature, in establishing the Supplemental Benefit
Maintenance Program embodied in this section and Sections 22400,
24414, and 24415, to manifest a contractually enforceable promise to
repay the Teachers’ Retirement Fund in full, with interest, as
provided in subdivision (b) of Section 24414, for all transfers or
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advances made from the Teachers’ Retirement Fund pursuant to
subdivision (a) of Section 24414 and for any funds appropriated by
Item No. 1920-111-835 of the Budget Act of 1989 from the Teachers’
Retirement Fund to provide purchasing power protection payments.

(d) Except as provided in subdivision (c), the Legislature reserves
the right to reduce or terminate the state’s contributions to the
Supplemental Benefit Maintenance Account in the Teachers’
Retirement Fund provided by this section and to reduce or terminate
the distributions required by Section 24415. It is intended that any
legislative reduction or termination of the state’s contributions to the
Supplemental Benefit Maintenance Account in the Teachers’
Retirement Fund provided by this section or any reduction or
termination of distributions required by Section 24415, shall be
effectuated by a separate statute rather than by the annual Budget
Act.

SEC. 120. Section 22956 of the Education Code is amended to
read:

22956. Employer and state contributions made to the plan under
this part are to finance the employer obligation for all members of the
Defined Benefit Program and, therefore, shall not be credited to the
individual member accounts. These contributions shall be held in the
reserves of the plan to finance the employers’ share of the cost of all
benefits payable under the plan with respect to the Defined Benefit
Program. Under no circumstances shall employer contributions be
allocated or awarded to individual members, their spouses, or
beneficiaries.

SEC. 121. Section 23003 of the Education Code is amended to
read:

23003. (a) If a county superintendent of schools or employing
agency other than a school district or community college district fails
to make payment of contributions as provided in Section 23002, the
board may assess penalties.

(b) The board may charge regular interest on any delinquent
contributions under this part until the contributions have been
received by the system.

SEC. 122. Section 23005 of the Education Code is amended to
read:

23005. Monthly reports are due in the office of the system 30
calendar days immediately following the month in which the
compensation being reported under this part was earned, and are
delinquent 15 calendar days immediately thereafter.

SEC. 123. Section 23006 of the Education Code is amended to
read:

23006. (a) If a county superintendent of schools or employing
agency other than a school district or community college district
submits monthly reports late or in unacceptable form, the board may
assess penalties.
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(b) The board may assess penalties, based on the sum of the
employer and employee contributions required under this part by
the report for late or unacceptable submission of reports, at a rate of
interest equal to the regular interest rate or a fee of five hundred
dollars ($500), whichever is greater.

SEC. 124. Section 23101 of the Education Code is amended to
read:

23101. When a member’s accumulated retirement contributions
are refunded, as provided in Section 23100, all rights to benefits
pertaining to the service credit represented by those contributions
under this part are forfeited. Those rights and benefits, based upon
service performed prior to refund, shall not be restored until the
member has redeposited the total of the refunded accumulated
retirement contributions, and paid the regular interest thereon as
provided in Chapter 19 (commencing with Section 23200).

SEC. 125. Section 23102 of the Education Code is amended to
read:

23102. Prior to the system paying a refund of accumulated
retirement contributions under this part, the employer shall certify
that the member’s employment has been terminated.

SEC. 126. Section 23103 of the Education Code is amended to
read:

23103. Refunds to a member shall be made upon request of the
member, or may be made without a request if it appears to the board
that the member’s employment is permanently terminated and the
member does not have enough credited service under the Defined
Benefit Program to qualify for service retirement under this part.

SEC. 127. Section 23104 of the Education Code is amended to
read:

23104. (a) Deposit in the United States mail of an initial warrant
drawn as directed by the member as a refund of contributions upon
termination of employment, and addressed to the address directed
by the member, constitutes a return of the member’s accumulated
retirement contributions under this part.

(b) If the member has elected on a form provided by the system
to transfer all or a specified portion of the accumulated retirement
contributions that are eligible for direct trustee-to-trustee transfer to
the trustee of a qualified plan under Section 402 of the Internal
Revenue Code of 1986 (26 U.S.C.A. Sec. 402), deposit in the United
States mail of a notice that the requested transfer has been made
constitutes a return of the member’s accumulated retirement
contributions under this part.

(c) For refunds not involving direct trustee-to-trustee transfers, if
the member returns the total gross distribution amount to the
system’s office in Sacramento within 30 days from the mailing date,
the refund shall be canceled and the person shall be restored as a
member of the Defined Benefit Program with all the rights and
privileges under this part restored.
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(d) For refunds involving direct trustee-to-trustee transfers, if the
member returns the warrant drawn to the trustee of the qualified
plan and, if applicable, any additional amounts necessary to equal,
but in no event to exceed, the total gross distribution amount to the
system’s office in Sacramento within 30 days from the mailing date,
the refund shall be canceled and the person shall be restored as a
member of the Defined Benefit Program with all the rights and
privileges under this part restored.

SEC. 128. Section 23106 of the Education Code is amended to
read:

23106. If a member ceases to be entitled to credit for service in
the Defined Benefit Program because the member has become
entitled to credit for that service in another retirement system
supported wholly or in part by funds of the United States
government, or any state government or political subdivision
thereof, the member is entitled to a refund of the accumulated
retirement contributions made during the period for which he or she
is entitled to credit in the other retirement system.

SEC. 129. Section 23107 of the Education Code is amended to
read:

23107. Any member of the Defined Benefit Program without
terminating membership in the program and upon making
application on forms provided by the system shall be paid a refund
of the accumulated annuity deposit contributions under this part.

SEC. 130. Section 23200 of the Education Code is amended to
read:

23200. (a) If a person, whose accumulated retirement
contributions have been refunded, again becomes a member of the
Defined Benefit Program, the person may elect to redeposit those
contributions with regular interest from the date of refund to the date
of payment. If the member elects to redeposit, the member shall
repay all accumulated retirement contributions that were previously
refunded under this part.

(b) For time prior to July 1, 1944, regular interest shall be at 2 1/
percent compounded annually.

(c) If a nonmember spouse, as defined in Section 22651, withdraws
accumulated contributions in accordance with Section 22661, the
member may redeposit a sum equal to those contributions pursuant
to subdivision (a), providing he or she is not receiving an allowance
under Chapter 26 (commencing with Section 24100) or Chapter 27
(commencing with Section 24201).

SEC. 131. Section 23202 of the Education Code is amended to
read:

23202. (a) An election pursuant to Section 23200 to redeposit
accumulated retirement contributions may be made by a member
anytime prior to the effective date of the member’s retirement under
this part.
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(b) An election to redeposit refunded accumulated retirement
contributions shall be considered as an election to repay all
accumulated retirement contributions previously refunded under
the provision of this chapter.

(c) If any payment due because of this election is not received at
the system’s office in Sacramento within 120 days of its due date, the
election shall be canceled. Upon the cancellation of election any
payments made under the election shall be refunded.

(d) If the election is canceled, the member may at any time prior
to the effective date of retirement under this part, again elect to
redeposit  accumulated  retirement  contributions  previously
withdrawn or refunded, in accordance with Section 23200 and all the
laws, rules, and regulations pertaining thereto.

SEC. 132. Section 23203 of the Education Code is amended to
read:

23203. Redeposit  of  refunded  accumulated — retirement
contributions under this part shall be made in one sum, or in not more
than 60 monthly installments, provided that no installment, except
the final installment, shall be less than twenty-five dollars ($25).

SEC. 132.5. Section 23203 of the Education Code is amended to
read:

23203. Redeposit  of  refunded  accumulated  retirement
contributions under this part shall be made in one sum, or in not more
than 120 monthly installments, provided that no installment, except
the final installment, shall be less than twenty-five dollars ($25).

SEC. 133. Section 23300 of the Education Code is amended to
read:

23300. (a) A member of the Defined Benefit Program may at any
time designate a beneficiary, or change the designation of a
beneficiary, to receive benefits payable under this part, except that
no beneficiary designation may be made in derogation of the
community property share of any nonmember spouse under this part
when any such benefit is derived, in whole or in part, from
community property contributions or service credited during the
period of marriage, unless the nonmember spouse has previously
obtained an alternative order for distribution pursuant to Section
2610 of the Family Code. A designation of beneficiary shall be in
writing on a form prescribed by the system, executed by the member,
witnessed by two witnesses, neither of whom may be beneficiaries.
To be valid the instrument shall be received in the office of the
system in Sacramento before the member’s death.

(b) Except as otherwise stated in this section, the designation of
beneficiary, other than an option beneficiary, may be revoked by the
member making the designation, and a different beneficiary
designated in the same manner as provided in this section.

SEC. 134. Section 23301 of the Education Code is amended to
read:
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23301. A corporation, trust, eleemosynary, parochial institution,
or public entity may be designated as a beneficiary under this part.
However, they may not be designated as option beneficiaries.

SEC. 135. Section 23302 of the Education Code is amended to
read:

23302. Payment under this part to a beneficiary designated in the
form on file in the system at the date of death by a warrant drawn
prior to any claim under community property rights shall constitute
full discharge of any and all liability of the board, system, and plan by
reason of the member’s death.

SEC. 136. Section 23303 of the Education Code is amended to
read:

23303. (a) If the whereabouts of the designated beneficiary
cannot be determined, or if the beneficiary is the estate of the
deceased person, the board may pay to the undertaker who
conducted the funeral, or to any person who, or any organization
that, has paid the undertaker from funds owned by the person or
organization, in its discretion all or a portion of any amount payable
under this part, but not to exceed the funeral expenses of the
deceased person, or the portion of the expenses paid by the person
or organization, as evidenced by the sworn itemized statement of the
undertaker, person, or organization and by any other documents the
board may require.

(b) The payment shall be in full and complete discharge and
acquittance of the board, system, and plan up to the amount paid.

SEC. 137. Section 23304 of the Education Code is amended to
read:

23304. If no beneficiary designation is in effect on the date of
death, any benefit payable under this part shall be paid to the estate
of the member. Payment pursuant to the board’s determination in
good faith upon evidence satisfactory to it of the existence, identity
or other facts relating to entitlement of persons under this section
shall constitute a complete discharge and release of the system and
plan from liability for the benefit.

SEC. 138. Section 23700 of the Education Code is amended to
read:

23700. (a) New survivor benefit and disability retirement
programs that are provided under the Defined Benefit Program
pursuant to Chapter 23 (commencing with Section 23850) and
Chapter 26 (commencing with Section 24100), are effective as of
October 16, 1992. All members of the Defined Benefit Program with
an effective date of membership in the program on or after October
16, 1992, shall be covered by these survivor benefit and disability
retirement programs under this part.

(b) The purpose of this chapter is to set forth the criteria for
granting certain members of the Defined Benefit Program, as
defined in Section 23702, the opportunity to elect to either retain
coverage under the current family allowance and disability
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allowance programs pursuant to Chapter 22 (commencing with
Section 23800), and Chapter 25 (commencing with Section 24001) or
to be covered under the survivor benefit and disability retirement
programs.

SEC. 139. Section 23800 of the Education Code is amended to
read:

23800. (a) This chapter governs the eligibility, benefit
provisions, allowance computations, and related provisions for the
death benefits payable under this part upon the death of eligible
members. “Members,” as used in this chapter, means all members
who were receiving a disability allowance on October 15, 1992, and
all persons who were members of the plan under this part on October
15, 1992, who were not receiving an allowance and who did not elect,
pursuant to Chapter 21.5 (commencing with Section 23700), to be
covered under Chapter 23 (commencing with Section 23850).

(b) This chapter also contains three sections related to survivor
benefits payable on account of deaths that occurred prior to July 1,
1972.

SEC. 140. Section 23801 of the Education Code is amended to
read:

23801. (a) A death payment of no less than five thousand dollars
($5,000) shall be paid to the beneficiary upon receipt of proof of death
of a member who had one or more years of credited service, at least
one of which had been performed subsequent to the most recent
refund of accumulated retirement contributions, if the member died
during any one of the following periods:

(1) While in employment for which compensation is paid.

(2) While disabled, if the disability had been continuous from the
last day for which compensation had been paid.

(3) Within four months after termination of service or
termination of employment, whichever occurs first.

(4) Within four months after termination of a disability allowance
if no service was performed after the termination.

(5) Within 12 months of the last day for which compensation was
paid, if the member was on an approved leave of absence without
compensation for reasons other than disability or military service.

(b) A death payment pursuant to this section shall not be payable
for the death of a member that occurs within one year commencing
with the effective date of reinstatement from service retirement
pursuant to Section 24208.

(c) The board may adjust the death payment amount following
each actuarial valuation based on changes in the All Urban California
Consumer Price Index and adopt any adjusted amount as a plan
amendment.

(d) A beneficiary may waive his or her right to the death payment
in accordance with the requirements established by the system.

SEC. 140.5. Section 23805 of the Education Code is amended to
read:
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23805. A family allowance is payable in the amount and to the
specified persons in the following order of priority:

(a) To the deceased member’s surviving spouse who has financial
responsibility for at least one dependent child, an amount equal to 40
percent of the member’s final compensation or the disabled
member’s projected final compensation plus 10 percent of the
member’s final compensation or the disabled member’s projected
final compensation for each child, up to a maximum allowance of 90
percent.

(b) If there is no surviving spouse or upon the death of the
surviving spouse, to each dependent child, an amount equal to 10
percent of the deceased member’s final compensation or the disabled
member’s projected final compensation, up to a maximum allowance
of 50 percent. If there are more than five dependent children, they
shall share equally in the maximum allowance of 50 percent.

(c) To the surviving spouse at age 60 years or over if there is no
dependent child, an allowance equal to the amount that would have
been payable to the spouse as beneficiary under Option 3 as provided
in Section 24300, computed on the member’s projected final
compensation and projected service to normal retirement age. The
allowance payable under this subdivision shall be increased by
application of the benefit improvement factor for time that elapses
between the date the member would have attained normal
retirement age and the date the family allowance under this
subdivision begins to accrue. The allowance calculation shall include
service credit for the unused sick leave that had accrued to the
member as of the date of his or her death. Eligibility for the inclusion
of service credit for unused sick leave credit and the calculation of
that service credit shall be determined pursuant to Section 22717.

(d) If there is neither surviving spouse nor dependent child, to the
dependent parent, age 60 years or over, an allowance equal to the
amount that would have been payable to the dependent parent as
beneficiary under Option 3 as provided in Section 24300 computed
on the member’s projected final compensation and projected service
to normal retirement age. The allowance calculation shall include
service credit for the unused sick leave that had accrued to the
member as of the date of his or her death. Eligibility for the inclusion
of service credit for unused sick leave and the calculation of that
service credit shall be determined pursuant to Section 22717. If there
are two dependent parents, only one family allowance shall be
payable under this subdivision and that allowance shall be computed
on the assumption that the younger parent is the option beneficiary
and the allowance shall be divided equally for as long as there are two
dependent parents. Thereafter, the full allowance shall be payable to
the surviving dependent parent.

(e) The surviving spouse or dependent parent may elect to begin
receiving the family allowance payable under subdivision (c) or (d)
immediately upon the later of the death of the member or when
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there is no dependent child, or to defer receipt of the allowance to
the date the surviving spouse or dependent parent attains age 60
years. If allowance payments commence prior to the date the
surviving spouse or dependent parent attains age 60 years, the
allowance payable shall be actuarially reduced.

(f) If there is no dependent child, a surviving spouse or dependent
parent or parents may elect, prior to receipt of the first payment
under subdivision (c¢) or (d), to receive the member’s accumulated
retirement contributions in a lump sum subject to a reduction for any
disability allowance or family allowance payments previously made.

SEC. 141. Section 23850 of the Education Code is amended to
read:

23850. This chapter governs the eligibility, benefit provisions,
allowance computations, and related provisions for the death
benefits payable under this part upon the death of eligible members.
“Member,” as used in this chapter, means all persons who become
members of the plan under this part on or after October 16, 1992, and
all persons who were members as of October 15, 1992, who elected,
pursuant to Chapter 21.5 (commencing with Section 23700), to be
covered under the death benefit provisions of this chapter.

SEC. 142. Section 23851 of the Education Code is amended to
read:

23851. (a) A death payment of no less than twenty thousand
dollars ($20,000) shall be paid to the beneficiary, as designated
pursuant to Section 23300, upon receipt of proof of death of an active
member, who had one or more years of credited service, at least one
of which had been performed subsequent to the most recent refund
of accumulated retirement contributions, if the member died during
any one of the following periods:

(1) While in employment for which compensation is paid.

(2) Within four months after termination of service or
termination of employment, whichever occurs first.

(3) Within 12 months of the last day for which compensation was
paid, if the member was on an approved leave of absence without
compensation for reasons other than disability or military service.

(b) A death payment pursuant to this section shall not be payable
for the death of a member that occurs within one year commencing
with the effective date of termination of the service retirement
allowance pursuant to Section 24208 or during the six calendar
months commencing with the effective date of termination of the
disability retirement allowance pursuant to Section 24117.

(c) The board may adjust the death payment amount following
each actuarial valuation based on changes in the All Urban California
Consumer Price Index and adopt as a plan amendment any adjusted
amount.

(d) A designated beneficiary may waive his or her right to the
death payment in accordance with the requirements established by
the system.
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SEC. 143. Section 23880 of the Education Code is amended to
read:

23880. (a) A death payment of not less than five thousand dollars
($5,000) shall be paid to the beneficiary, as designated pursuant to
Section 23300, upon receipt of proof of death of either of the
following:

(1) Aretired member.

(2) A member, if the death payment pursuant to Section 23801
would have otherwise been payable or if the conditions specified
pursuant to paragraphs (3) and (5) of subdivision (b) of Section
23854 are met, and if the member’s death occurs during one of the
following periods:

(A) Within one year commencing with the effective date of
reinstatement from service retirement pursuant to Section 24208.

(B) Within six months commencing with the effective date of
reinstatement from disability retirement pursuant to Section 24117.

(b) The board may adjust the death payment amount following
each actuarial valuation based on changes in the All Urban California
Consumer Price Index and adopt as a plan amendment any adjusted
amount.

SEC. 144. Section 23881 of the Education Code is amended to
read:

23881. (a) Upon receipt of proof of death of a retired member
who retired under this part after June 30, 1972, and of the retired
member’s option beneficiary, if the total retirement allowance paid
or payable is less than the amount of the member’s accumulated
retirement contributions at the time of retirement, the remaining
balance of accumulated retirement contributions shall be paid to the
beneficiary, if no option was elected, or to the estate of the option
beneficiary, if an option was elected.

(b) Payments provided under this section shall include credited
interest on the unpaid balance calculated from the date the last
allowance payment was made to the date the balance is paid.

SEC. 145. Section 24001 of the Education Code is amended to
read:

24001. (a) A member may apply for a disability allowance under
the Defined Benefit Program if the member has five or more years
of credited service and if all of the following requirements are met:

(1) At least four years were credited for actual performance of
service subject to coverage under the Defined Benefit Program.
Credit received because of workers’ compensation payments shall be
counted toward the four-year requirement in accordance with
Section 22710.

(2) The last five years of credited service were performed in this
state.

(3) At least one year was credited for service performed
subsequent to the date on which the member terminated the service
retirement allowance under Section 24208.
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(4) At least one year was credited for service performed
subsequent to the most recent refund of accumulated retirement
contributions.

(5) The member has neither attained normal retirement age, nor
possesses sufficient unused sick leave days to receive creditable
compensation on account of sick leave to normal retirement age.

(6) The member is not applying for a disability allowance because
of a physical or mental condition known to exist at the time the most
recent membership in the Defined Benefit Program commenced
and remains substantially unchanged at the time of application.

(b) Nothing in subdivision (a) shall affect the right of a member
to a disability allowance under this part if the reason that the member
is credited with less than four years of actual service performed
subject to coverage under the Defined Benefit Program is due to an
on-the-job injury or a disease that occurred while the member was
employed and the four-year requirement can be satisfied by credit
obtained under Chapter 14 (commencing with Section 22800) or
Chapter 14.5 (commencing with Section 22850) in addition to any
credit received from workers’ compensation payments.

(c) Nothing in subdivision (a) shall affect the right of a member
under this part who has less than five years of credited service to a
disability allowance providing the member has at least one year of
credited California service and if the reason for the disability is due
to an unlawful act of bodily harm committed by another human being
on the person of the member while the member was performing his
or her official duties in a position subject to coverage under the
Defined Benefit Program.

(d) A member shall not be eligible for disability under the Defined
Benefit Program while on a leave of absence to serve as a full-time
elected officer of an employee organization, even if receiving service
credit under Section 22711.

SEC. 146. Section 24001.5 of the Education Code is amended to
read:

24001.5. A member shall not be eligible for disability under the
Defined Benefit Program while on a leave of absence to serve as a
full-time elected officer of an employee organization, even if
receiving service credit under Section 22711.

SEC. 147. Section 24002 of the Education Code is amended to
read:

24002. The board may authorize payment of a disability
allowance to any member who is qualified upon application under
this part by the member, the member’s guardian or conservator, or
the member’s employer, if the application is made during any one of
the following periods:

(a) While the member is employed or on a compensated leave of
absence.

(b) While the member is physically or mentally incapacitated for
performance of service and the incapacity has been continuous from
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the last day of service for which compensation is payable to the
member.

(c) While the member is on a leave of absence without
compensation, granted for reason other than mental or physical
incapacity for performance of service, and within four months after
the last day of service for which compensation is payable to the
member, or within 12 months of that date if the member is on an
employer-approved leave to study at an approved college or
university.

(d) Within four months after the termination of the member’s
employment subject to coverage under the Defined Benefit
Program, if the application was not made under subdivision (b) and
was not made more than four months after the last day of service for
which compensation is payable to the member.

(e) A member with a dependent child who becomes disabled
prior to normal retirement age, and whose sick leave will extend
beyond normal retirement age, may be awarded a disability
allowance with an effective date after normal retirement age, if
application is filed prior to attaining normal retirement age.

(f) The member is not applying for a disability allowance because
of a physical or mental condition that existed at the time the most
recent membership in the Defined Benefit Program commenced
and which remains substantially unchanged at the time of
application.

SEC. 148. Section 24003 of the Education Code is amended to
read:

24003. (a) The member shall provide medical documentation to
substantiate the impairment qualifying the member for the disability
allowance.

(b) On receipt of an application for disability allowance under this
part, the system may order a medical examination of a member to
determine whether the member is incapacitated for performance of
service. The medical examination shall be conducted by a practicing
physician, selected by the board, with expertise in the member’s
disability and the board shall pay all costs associated with the
examination. The board shall pay all other reasonable costs related to
travel and meals in accordance with the rates set for state employees
by the Department of Personnel Administration. If the member
refuses to submit to the required medical examination, the
application for disability allowance shall be rejected. The member
shall either remain in this state, or return to this state at the member’s
own expense, to undergo the initial evaluations or examinations, or
the application shall be rejected, unless this requirement is waived
by the board. If the member is too ill to be examined, the system shall
postpone the examination until the member can be examined. The
member or the member’s treating physician shall inform the system,
in writing, when the medical examination can be rescheduled.
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(c) The system may reject the disability allowance application
under this part if the member fails to provide requested medical
documentation to substantiate a disability, as defined in Section
22126, within 45 days from the date of the request or within 30 days
from the time that a legally designated representative is empowered
to act on behalf of a member who is mentally or physically
incapacitated.

(d) If the board determines that a member who has applied for a
disability allowance under this part may perform service in the
member’s former position of employment or in a comparable level
position with the assistance of reasonable accommodation, the board
may require the member to request reasonable accommodation from
the employer. Failure of the member to request reasonable
accommodation, as directed by the board, may be grounds for
cancellation of the disability allowance application.

(e) If the employer fails or refuses to provide reasonable
accommodation, the board may require the member to pursue an
administrative appeal of the employer’s denial as a condition for
receiving a disability allowance under this part.

(f) The system shall inform the member of the rejection or
cancellation of the member’s disability allowance application under
this part within 30 days after that determination is made by the
system.

SEC. 149. Section 24004 of the Education Code is amended to
read:

24004. In cases of a member’s willful substance abuse or if the
board determines a member who qualifies for a disability allowance
pursuant to Section 24001 has mental, physical, or vocational
rehabilitation potential, the board may limit the disability allowance
under this part to a period not to exceed two years from the date of
approval of the disability allowance. Notwithstanding Section 24013,
the disability allowance shall terminate at the end of the period
granted unless an extension is granted by the board.

SEC. 150. Section 24005 of the Education Code is amended to
read:

24005. (a) A disability allowance under this part shall become
effective upon any date designated by the member, provided all of
the following conditions are met:

(1) An application for disability allowance is filed on a form
provided by the system.

(2) The effective date is later than the last day of creditable
service for which compensation is payable to the member.

(3) The effective date is no earlier than either the first day of the
month in which the application is received by the system’s office in
Sacramento, or the date upon and continuously after which the
member is determined to the satisfaction of the board to have been
mentally incompetent.
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(b) If the member is employed to perform creditable service
subject to coverage under the Defined Benefit Program at the time
the disability allowance is approved under this part, the member
shall notify the system in writing, within 90 days, of the last day on
which the member will perform service. If the member does not
respond within 90 days, or if the last day on which service will be
performed is more than 90 days after the date the system notifies the
member of approval of the disability allowance, the member’s
application for a disability allowance shall be rejected and a disability
allowance shall not be payable to the member.

SEC. 151. Section 24006 of the Education Code is amended to
read:

24006. Upon qualification for disability under this part, a member
shall receive an annual allowance equal to 50 percent of final
compensation payable in monthly installments. The allowance shall
be increased by 10 percent of final compensation for each dependent
child, to a maximum of four dependent children.

SEC. 152. Section 24010 of the Education Code is amended to
read:

24010. Allowances payable under Sections 24006 and 24007 shall
be reduced by an amount equal to the unmodified benefits paid or
payable under other public systems for the same impairment or
impairments that qualify the member for a disability allowance
under this part.

SEC. 153. Section 24011 of the Education Code is amended to
read:

24011. A member who qualifies for disability allowance pursuant
to this chapter because of a disabling impairment that is amenable to
treatment that could be expected to restore the member’s ability to
perform service in the member’s former position of employment or
a comparable level position shall participate in a treatment program
prescribed by the member’s primary treating physician. Willful
failure to initiate and continue participation in the treatment
program shall cause the disability allowance to be terminated. In
determining whether a member has good cause for failure to follow
the treatment program, the board shall take into account whether
treatment would abridge the member’s right to the free exercise of
religion or whether the member’s physical or mental condition has
worsened, as determined by the member’s treating physician and
substantiated by medical evidence.

SEC. 154. Section 24013 of the Education Code is amended to
read:

24013. The board may require any member receiving a disability
allowance under this part to undergo medical examination at such
times as the board deems necessary. The system may request the
member’s treating physician, upon authorization by the disabled
member, to complete a medical reevaluation questionnaire. The
system shall reimburse the disabled member for all reasonable costs
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related to completion of this questionnaire in an amount not to
exceed two hundred fifty dollars ($250) if the disabled member has
no other health coverage that would pay the costs of completing the
medical questionnaire. The board may authorize a medical
examination to be conducted by the disabled member’s treating
source at the disabled member’s expense and, in any case, may
require a medical examination to be conducted by a physician
selected by the board, in which event, the board shall pay all
reasonable costs associated with the examination. The board shall, in
scheduling medical examinations, give consideration to the interests
and convenience of the disabled member. If the examination,
together with other available information, shows to the satisfaction
of the board that the member is no longer disabled, the disability
allowance shall be terminated. Should the disabled member refuse
to submit to medical examination, as provided in this section, the
disability allowance shall be terminated and all rights of the disabled
member to the disability allowance shall be revoked.

SEC. 155. Section 24014 of the Education Code is amended to
read:

24014. A disabled member may be employed to perform
creditable service subject to coverage under the Defined Benefit
Program. The employment shall not cause the disability allowance to
be suspended or terminated except as provided in Sections 23401,
24013, and 24015, and no deduction shall be made from the disabled
member’s compensation as contributions to the Defined Benefit
Program.

SEC. 156. Section 24015 of the Education Code is amended to
read:

24015. Notwithstanding Section 22132, if a person who begins to
receive a disability allowance under this part after June 30, 1972, is
employed, or is self-employed in any capacity in which his or her
average earnings for any prior continuous six months amount to 66
2/3 percent of the indexed final compensation, the person shall be
presumed capable of performing gainful employment and no longer
disabled. The disability allowance shall be terminated on the first day
of the month following the six-month period. Any allowance paid
thereafter shall be considered an overpayment and recovery shall be
made.

SEC. 157. Section 24016 of the Education Code is amended to
read:

24016. (a) For any one or more months in which the total of a
disabled member’s allowance under this part, excluding children’s
portions, and earnings exceed 100 percent of indexed final
compensation, 100 percent of the amount in excess shall be
considered an overpayment and recovery shall be made.

(b) This action shall not apply to disabled members who have
allowances terminated under Section 24015 or who are enrolled in an
approved rehabilitation program.
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SEC. 158. Section 24017 of the Education Code is amended to
read:

24017. If a person who began receiving a disability allowance
under this part after June 30, 1972, is enrolled in an approved
rehabilitation program and the total of the disability allowance,
excluding children’s portions, and earnings exceed 100 percent of
indexed final compensation, 50 percent of the amount in excess shall
be considered an overpayment and recovery shall be made.

SEC. 159. Section 24018 of the Education Code is amended to
read:

24018. When a disabled member returns to work in his or her
former position of employment or in a comparable level position and
within six months of return experiences a recurrence of the original
disability, that can be medically substantiated, it shall be considered,
for the purpose of determining the duration of the disability, that the
condition had its onset as of the date the member first became
disabled. The former disability allowance under this part shall again
become payable as of the later of the first day of the month in which
the recurrence of the disability occurred or the last day of service for
which compensation is payable to the member provided the member
complies with the provisions of Section 24003.

SEC. 160. Section 24100 of the Education Code is amended to
read:

24100. This chapter governs the eligibility, allowance
computations, and related provisions for the disability retirement
program. This chapter applies to all persons who become members
of the plan under this part on and after October 16, 1992, all persons
who become members of the plan on and after October 16, 1992,
subsequent to a refund, and to all members as of October 15, 1992,
who elect under this part, pursuant to Chapter 21.5 (commencing
with Section 23700), to be covered by the disability retirement
program set forth in this chapter.

SEC. 161. Section 24101 of the Education Code is amended to
read:

24101. (a) A member may apply for a disability retirement
under this part if the member has five or more years of credited
service and if all of the following requirements are met:

(1) At least four years were credited for actual service performed
subject to coverage under the Defined Benefit Program. Credit
received because of workers’ compensation payments shall be
counted toward the four-year requirement in accordance with
Section 22710.

(2) The last five years of credited service were performed in this
state.

(3) At least one year (1.000) of credited service was earned
subsequent to the date on which the member terminated the service
retirement allowance under Section 24208.
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(4) At least one year (1.000) of credited service was earned
subsequent to the date on which the member’s disability allowance
was terminated.

(5) At least one year (1.000) of credited service was earned
subsequent to the most recent refund of accumulated retirement
contributions.

(6) The member is not applying for a disability retirement
because of a physical or mental condition known to exist at the time
the most recent membership in the Defined Benefit Program
commenced and that remains substantially unchanged at the time of
application.

(b) Nothing in subdivision (a) shall affect the right of a member
to a disability retirement if the reason that the member has
performed less than four years of actual service is due to an on-the-job
injury or a disease while in employment subject to coverage by the
Defined Benefit Program and the four-year requirement can be
satisfied by credit obtained under Chapter 14 (commencing with
Section 22800) or Chapter 14.5 (commencing with Section 22850) in
addition to any credit received from workers’ compensation
payments.

(c) Nothing in subdivision (a) shall affect the right of a member
who has less than five years of credited service to a disability
retirement allowance providing the member has at least one year of
credited California service and if the reason for the disability is due
to an unlawful act of bodily harm committed by another human being
on the person of the member while the member was performing his
or her official duties in a position subject to coverage under the
Defined Benefit Program.

(d) A member shall not be eligible for disability retirement from
the Defined Benefit Program while on a leave of absence to serve as
a full-time elected officer of an employee organization, even if
receiving service credit under Section 22711.

SEC. 163. Section 24102 of the Education Code is amended to
read:

24102. The board may authorize payment of a disability
retirement allowance under this part to any member who is qualified
upon application by the member, the member’s guardian or
conservator, or the member’s employer, if the application is made
during any one of the following periods:

(a) While the member is employed or on a compensated leave of
absence.

(b) While the member is physically or mentally incapacitated for
performance of service and the incapacity has been continuous from
the last day for which compensation is payable to the member.

(c) While the member is on a leave of absence without
compensation, granted for reason other than mental or physical
incapacity for performance of service, and within four months after
the last day of service for which compensation is payable to the
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member, or within 12 months of that date if the member was on an
employer-approved leave to study at an approved college or
university.

(d) Within four months after the termination of the member’s
employment subject to coverage under the Defined Benefit
Program, if the application was not made under subdivision (b) and
was not made more than four months after the last day of service for
which compensation is payable to the member.

(e) The member is not applying for a disability retirement
allowance because of a physical or mental condition that existed at
the time the most recent membership in the Defined Benefit
Program commenced and which remains substantially unchanged at
the time of application.

SEC. 164. Section 24103 of the Education Code is amended to
read:

24103. (a) The member shall provide medical documentation
substantiating the impairment qualifying the member for the
disability retirement under this part.

(b) On receipt of an application for disability retirement under
this part, the system may order a medical examination of a member
to determine whether the member is incapacitated for performance
of service. The medical examination shall be conducted by a
practicing physician, selected by the board, with expertise in the
member’s disability, and the board shall pay all costs associated with
the examination. The board shall pay all other reasonable costs
related to travel and meals in accordance with the rates set for state
employees by the Department of Personnel Administration. If the
member refuses to submit to the required medical examination, the
application for disability retirement shall be rejected. The member
shall either remain in this state, or return to this state at the member’s
own expense, to undergo the initial evaluations or examinations or
the application shall be rejected, unless this requirement is waived
by the board. If the member is too ill to be examined, the system shall
postpone the examination until the member can be examined. The
member or the member’s treating physician shall inform the system,
in writing, when the medical examination can be rescheduled.

(c) The system may reject the disability retirement application
under this part if the member fails to provide requested medical
documentation to substantiate a disability, as defined in Section
22126, within 45 days from the date of the request or within 30 days
from the time that a legally designated representative is empowered
to act on behalf of a member who is mentally or physically
incapacitated.

(d) If the board determines that a member who has applied for
disability retirement under this part may perform service in the
member’s former position of employment or in a comparable level
position with the assistance of reasonable accommodation, the board
may require the member to request reasonable accommodation from
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the employer. Failure of the member to request reasonable
accommodation, as directed by the board, may be grounds for
cancellation of the disability retirement application under this part.

(e) If the employer fails or refuses to provide reasonable
accommodation, the board may require the member to pursue an
administrative appeal of the employer’s denial as a condition for
receiving a disability retirement allowance under this part.

(f) The system shall inform the member of the rejection or
cancellation of the member’s disability retirement allowance
application under this part within 30 days after that determination
is made by the system.

SEC. 165. Section 24104 of the Education Code is amended to
read:

24104. In cases of a member’s willful substance abuse or if the
board determines a member who qualifies for disability retirement
under this part pursuant to this chapter has mental, physical, or
vocational rehabilitation potential, the board may limit the disability
retirement to a period not to exceed two years from the date of
approval of the disability retirement. Notwithstanding Section 24112,
the disability retirement allowance shall terminate at the end of the
period granted unless an extension is granted by the board.

SEC. 166. Section 24105 of the Education Code is amended to
read:

24105. (a) A disability retirement allowance under this part shall
become effective upon any date designated by the member,
provided that all of the following conditions are met:

(1) An application for disability retirement is filed on a form
provided by the system.

(2) The effective date is later than the last day of service for which
compensation is payable to the member.

(3) The effective date is no earlier than either the first day of the
month in which the application is received at the system’s office in
Sacramento, or the date upon and continuously after which the
member is determined to the satisfaction of the board to have been
mentally incompetent.

(b) If a member’s application for disability retirement under this
part does not contain an election of either an unmodified allowance
or an allowance modified under an option and if the member
subsequently submits an election, but not within the 30-day period
established pursuant to Section 24301, the board shall set a benefit
effective date which is no earlier than the first day of the month in
which the subsequent election is received by the system. If the
member fails to submit an election pursuant to Section 24301 and
within six months of the date the acknowledgment notice is mailed
pursuant to Section 24301, the member’s application for disability
retirement under this part shall be rejected.

(c) If the member is employed to perform creditable service
subject to coverage under the Defined Benefit Program at the time
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the disability retirement is approved, the member shall notify the
system in writing, within 90 days, of the last day on which the member
will perform service. If the member does not respond within 90 days,
or if the last day on which service will be performed is more than 90
days after the date the system notifies the member of the approval
of disability retirement, the member’s application for disability
retirement shall be rejected and a disability retirement allowance
shall not be payable to the member.

SEC. 167. Section 24106 of the Education Code is amended to
read:

24106. Upon retirement for disability pursuant to this chapter, a
member under this part shall receive a retirement allowance that
shall consist of all of the following:

(a) An annual allowance equal to 50 percent of final compensation
payable in monthly installments.

(b) An additional 10 percent of final compensation for each
dependent child, up to a maximum of 40 percent of final
compensation. If there are more than four dependent children, they
shall share equally in the maximum allowance of 40 percent. A
dependent child may waive his or her right to his or her portion of
the allowance in accordance with procedures established by the
system.

(c) An annuity that shall be the actuarial equivalent of the
accumulated annuity deposit contributions standing to the credit of
the member’s account on the effective date of the disability
retirement.

SEC. 168. Section 24107 of the Education Code is amended to
read:

24107. A member retired for disability under this part may elect
an option pursuant to Section 24301 to modify the disability
retirement allowance payable pursuant to subdivision (a) of Section
24106.

SEC. 169. Section 24108 of the Education Code is amended to
read:

24108. A retirement allowance payable pursuant to Section 24106
that includes a child’s portion shall be reduced when a dependent
child becomes ineligible. The reduction shall take into account the
increases made by application of the improvement factor. However,
the retired member’s allowance under this part shall not be less than
it could have been if there had never been a dependent child.

SEC. 170. Section 24109 of the Education Code is amended to
read:

24109. Retirement allowances payable pursuant to subdivision
(a) of Section 24106 shall be reduced by an amount equal to the
unmodified benefits paid or payable under a workers’ compensation
program for the same impairment or impairments that qualify the
member for a disability retirement allowance under this part.
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SEC. 171. Section 24110 of the Education Code is amended to
read:

24110. A member who qualifies for disability retirement under
this part pursuant to this chapter because of a disabling impairment
that is amenable to treatment that could be expected to restore the
member’s ability to perform service in the member’s former position
of employment or in a comparable level position shall participate in
a treatment program prescribed by the member’s primary treating
physician. Willful failure to initiate and continue participation in the
program shall cause the disability retirement allowance to be
terminated. In determining whether a member has good cause for
failure to follow that treatment, the board shall take into account
whether the treatment would abridge the member’s right to the free
exercise of religion or whether the member’s physical or mental
condition has worsened as determined by the member’s treating
physician and substantiated by medical evidence.

SEC. 172. Section 24111 of the Education Code is amended to
read:

24111. (a) A member who qualifies for disability retirement
under this part pursuant to this chapter who is determined by the
board to have a mental, physical, or vocational rehabilitation
potential that could be expected to restore the member’s ability to
perform service in the member’s former position of employment or
in a comparable level position shall participate in an appropriate
rehabilitation program approved by the board. The board shall pay
all reasonable costs of the approved program. Willful failure to
initiate and continue participation in the rehabilitation program shall
cause the disability retirement allowance under this part to be
terminated. In determining whether a member has good cause for
failure to participate in the program the board shall take into account
whether the participation would abridge the member’s right to the
free exercise of religion or whether the member’s physical or mental
condition has worsened as determined by the member’s treating
physician and substantiated by medical evidence.

(b) Any cost for the approved rehabilitation program prescribed
by the board shall be paid directly by the system from the fund.

SEC. 173. Section 24112 of the Education Code is amended to
read:

24112. The board may require a member receiving a disability
retirement allowance wunder this part to wundergo medical
examination at such times as the board deems necessary. The system
may request the member’s treating physician, upon authorization by
the retired member, to complete a medical reevaluation
questionnaire. The system shall reimburse the retired member for all
reasonable costs related to completion of this questionnaire in an
amount not to exceed two hundred fifty dollars ($250) if the retired
member has no other health coverage that would pay for the cost of
completing the medical questionnaire. The board may authorize a
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medical examination to be conducted by the retired member’s
treating source at the retired member’s expense and, in any case, may
require a medical examination to be conducted by a physician
selected by the board, in which event, the board shall pay all
reasonable costs associated with the examination. The board shall, in
scheduling medical examinations, give consideration to the interests
and convenience of the retired member. If the examination, together
with other available information, shows to the satisfaction of the
board that the retired member is no longer disabled, the disability
retirement allowance shall be terminated. Should the retired
member refuse to submit to medical examination, as provided in this
section, the member’s disability retirement allowance shall be
terminated and all rights of the retired member to the disability
retirement allowance shall be revoked.

SEC. 174. Section 24113 of the Education Code is amended to
read:

24113. A member retired for disability under this part may be
employed to perform creditable service subject to coverage under
the Defined Benefit Program. The employment shall not cause the
disability retirement allowance to be suspended or terminated,
except as provided in Section 24112, and no deduction shall be made
from the retired member’s compensation as contributions to the plan
under this part.

SEC. 175. Section 24114 of the Education Code is amended to
read:

24114. (a) A member retired for disability under this part may
be employed or self-employed in any capacity, notwithstanding
Section 22132, but shall not make contributions to the retirement
fund with respect to the Defined Benefit Program or accrue service
credit under this part based on earnings from any employment.

(b) A member retired for disability under this part may earn in
any one calendar year up to the limitation specified in subdivision (c)
without a reduction in his or her disability retirement allowance.

(c) The limitation that shall apply to the earnings of a member
retired for disability under this part shall be fifteen thousand dollars
($15,000), in any one school year, adjusted annually by the board each
July 1 by the annual amount of increase in the All Urban California
Consumer Price Index using December 1989 as the base.

(d) If a member retired for disability under this part earns in
excess of the limitation specified in subdivision (c) from all
employment in any calendar year, notwithstanding Section 22132, his
or her retirement allowance shall be reduced by the amount of the
excess earnings. The amount of the reduction may be equal to the
monthly allowance payable but shall not exceed the amount of the
annual allowance payable under this part for the calendar year in
which the excess compensation was earned.

(e) The earnings limitation specified in this section shall not be
applicable to a member retired for disability under this part who is
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participating in an approved rehabilitation program pursuant to
Section 24111.

(f) This section shall not be applicable to a member retired for
disability under this part who began receiving a disability retirement
allowance prior to October 16, 1992.

SEC. 176. Section 24116 of the Education Code is amended to
read:

24116. A member retired for disability under this part whose last
employment was in the California State University, as a member of
the Defined Benefit Program or the Public Employees’ Retirement
System, may serve as a member of the teaching staff of the California
State University and shall be subject to the employment limitations
as provided by the Public Employees’ Retirement Law (Part 3
(commencing with Section 20000) of Division 5 of Title 2 of the
Government Code).

SEC. 177. Section 24117 of the Education Code is amended to
read:

24117. (a) A member retired for disability under this part may
terminate the disability retirement allowance upon written request
to the system.

(b) If a member retired for disability under this part is determined
by the board to no longer be eligible to receive a disability retirement
allowance pursuant to this chapter, the disability retirement
allowance shall be terminated.

SEC. 178. Section 24118 of the Education Code is amended to
read:

24118. (a) Upon termination of a disability retirement allowance
that was payable pursuant to this chapter, the individual account of
the member under this part shall be credited with the amount of the
member’s accumulated retirement contributions as they were on the
effective date of disability retirement, less the sum of all payments
made under subdivisions (a) and (b) of Section 24106. The reduction
shall not be greater than the total of the accumulated retirement
contributions.

(b) Upon the termination of a disability retirement, the
accumulated annuity deposit contribution account of the member
shall be credited with the amounts of those contributions as they
were on the date the annuity became payable under this part because
of that retirement less the sum of all payments made pursuant to
subdivision (c) of Section 24106.

SEC. 179. Section 24119 of the Education Code is amended to
read:

24119. When a member retired for disability under this part
returns to work in the member’s former position of employment or
in a comparable level position and within six months of return
experiences a recurrence of the original disability, which can be
medically substantiated, it shall be considered, for the purpose of
determining the duration of the disability, that the condition had its
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onset as of the date the member first became disabled. The former
disability retirement allowance shall again become payable as of the
later of the first day of the month in which the recurrence of the
disability occurred or the last day of service for which compensation
is payable to the member, provided the member complies with
Section 24103.

SEC. 180. Section 24203 of the Education Code is amended to
read:

24203. (a) A member who has 30 years of credited service under
this part may retire at age 50 years or older and receive an annual
allowance equal to 2 percent of final compensation for each year of
credited service. If the member has attained age 50 years, but has not
attained early retirement age, the allowance shall be reduced by
one-quarter of 1 percent for each full month or fraction of a month
that will elapse until the member will attain early retirement age and
one-half of 1 percent for each full month, or fraction of a month
between early retirement age and normal retirement age.

(b) In computing the amounts described in subdivision (a), the
age of the member on the last day of the month in which the
retirement allowance begins to accrue or any later date provided in
Section 24204 shall be used.

SEC. 181. Section 24204 of the Education Code is amended to
read:

24204. A service retirement allowance under this part shall
become effective upon any date designated by the member,
provided all of the following conditions are met:

(a) An application for service retirement allowance is filed on a
form provided by the system, that is executed no earlier than six
months before the effective date of retirement allowance.

(b) The effective date is later than the last day of creditable
service for which compensation is payable to the member.

(c) The effective date is no earlier than the first day of the month
in which the application is received at the system’s office in
Sacramento.

(d) Either of the following conditions exists:

(1) The effective date is no earlier than one year following the
date on which the retirement allowance was terminated under
Section 24208, or subdivision (a) of Section 24117.

(2) The effective date is no earlier than the date upon and
continuously after which the member is determined to the
satisfaction of the board to have been mentally incompetent.

SEC. 182. Section 24205 of the Education Code is amended to
read:

24205. (a) The board shall, in consultation with members,
develop, adopt, and implement an additional early retirement
alternative under this part that will allow a member to receive a
minimum retirement allowance prior to normal retirement age if the
member has at least attained early retirement age. Under the
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alternative, the member shall continue to receive the minimum
retirement allowance past normal retirement age until the total
amount paid prior to normal retirement age equals the difference
between the minimum retirement allowance and the retirement
allowance that would have been paid to the member under Section
24202 or 24203, whichever is applicable, at normal retirement age,
and thereafter the service retirement allowance for normal
retirement age shall be paid. The board shall determine the age past
normal retirement at which the increase will be made by
determining how long the minimum retirement allowance would
have to be paid beyond age 60 years in order for the amount paid
prior to age 60 years to equal the difference between the minimum
retirement allowance and the allowance that would have been paid
to the member under service retirement at normal retirement age.
The board shall integrate the early retirement alternative adopted
under this section with the other early retirement alternatives that
a member may elect under this chapter.

(b) For the purposes of this section, all contributions, liabilities,
actuarial interest rates, and other valuation factors shall be
determined on the basis of actuarial assumptions and methods which,
in the aggregate, are reasonable and which, in combination, offer the
actuary’s best estimate of anticipated experience under the Defined
Benefit Program.

(c) The additional employer contributions required, if any, under
this section shall be computed as a level percentage of creditable
compensation. The additional contribution rate required, if any, shall
not be less than the sum of (1) the actuarial normal cost, plus (2) the
additional contribution required to amortize the increase in accrued
liability attributable to benefits elected under this section over a
period of not more than 30 years from January 1, 1979.

SEC. 183. Section 24206 of the Education Code is amended to
read:

24206. The minimum unmodified allowance, exclusive of
annuities from accumulated annuity deposit contributions payable
for service retirement under this part, shall not be less than ten
dollars ($10) per month multiplied by the years of credited service.
This guaranteed amount shall be reduced by the amount of an
unmodified allowance payable from a local system based on service
credited under this part. If the retirement is effective at less than age
60 years this allowance shall be reduced by one-half of 1 percent for
each full month or fraction of a month that will elapse until the
member would have reached age 60 years.

SEC. 184. Section 24207 of the Education Code is amended to
read:

24207. If a retired member terminates a service retirement
allowance and subsequently retires under this part, the minimum
retirement allowance shall be the allowance provided by Section
24206.



7126 STATUTES OF 1998 [ Ch. 965]

SEC. 185. Section 24208 of the Education Code is amended to
read:

24208. A member retired for service under this part may
terminate the retirement allowance upon written request to the
system.

SEC. 186. Section 24209 of the Education Code is amended to
read:

24209. Upon retirement for service under this part following
termination of a prior service retirement, the member shall receive
a service retirement allowance equal to the sum of both of the
following:

(a) An amount equal to the monthly allowance the member was
receiving immediately preceding the most recent termination of
retirement allowance, exclusive of any amounts payable pursuant to
Section 22714 or 22715, increased by the improvement factor that
would have been applied to the allowance if the member had not
terminated the retirement allowance.

(b) An amount calculated pursuant to Section 24202, 24203, or
24206 on service credited subsequent to the most recent termination
of retirement allowance, the member’s age at retirement, and final
compensation.

SEC. 187. Section 24210 of the Education Code is amended to
read:

24210. Upon retirement for service under this part following a
prior disability retirement granted pursuant to Chapter 26
(commencing with Section 24100) that was terminated, the member
shall receive a service retirement allowance calculated pursuant to
Section 24202, 24203, or 24206 and equal to the sum of both of the
following:

(a) An amount based on service credit accrued prior to the
effective date of the disability retirement, the member’s age as of the
effective date of the service retirement, and indexed final
compensation to the effective date of the service retirement.

(b) An amount based on the service credit accrued after
termination of the disability retirement, the member’s age as of the
effective date of service retirement, and final compensation.

SEC. 188. Section 24211 of the Education Code is amended to
read:

24211. When a member who has been granted a disability
allowance under this part after June 30, 1972, returns to employment
subject to coverage under the Defined Benefit Program and
performs:

(a) Less than three years of creditable service after termination
of the disability allowance, the member shall receive a retirement
allowance which is the sum of the allowance calculated on service
credit accrued after the termination date of the disability allowance,
the age of the member on the last day of the month in which the
retirement allowance begins to accrue, and final compensation using
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compensation earnable and projected final compensation, plus the
greater of either of the following:

(1) A service retirement allowance calculated on service credit
accrued as of the effective date of the disability allowance, the age of
the member on the last day of the month in which the retirement
allowance begins to accrue, and projected final compensation to the
termination date of the disability allowance.

(2) The disability allowance the member was receiving
immediately prior to termination of that allowance, excluding
children’s portions.

(b) Three or more years of creditable service after termination of
the disability allowance, the member shall receive a retirement
allowance that is the greater of the following:

(1) A service retirement allowance calculated on all actual and
projected service, the age of the member on the last day of the month
in which the retirement allowance begins to accrue, and final
compensation using compensation earnable, or projected final
compensation, or a combination of both.

(2) The disability allowance the member was receiving
immediately prior to termination of that allowance, excluding
children’s portions.

SEC. 189. Section 24212 of the Education Code is amended to
read:

24212. If a disability allowance granted under this part after June
30, 1972, is terminated for reasons other than those specified in
Section 24213 and the member does not return to employment
subject to coverage by the plan, the service retirement allowance,
when payable, shall be based on projected service, projected final
compensation, and the age of the member on the last day of the
month in which the retirement allowance begins to accrue. The
allowance payable under this section, excluding annuities payable
from accumulated annuity deposit contributions, shall not be greater
than the terminated disability allowance excluding children’s
portions.

SEC. 190. Section 24213 of the Education Code is amended to
read:

24213. (a) When a member who has been granted a disability
allowance under this part after June 30, 1972, attains normal
retirement age, or at a later date when there is no dependent child,
the disability allowance shall be terminated and the member shall be
eligible for service retirement. The retirement allowance shall be
calculated on the projected final compensation and projected service
to normal retirement age. The allowance payable under this section,
excluding annuities payable from accumulated annuity deposit
contributions, shall not be greater than the terminated disability
allowance.
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(b) Upon retirement, the member may elect to modify the service
retirement allowance payable in accordance with any option
provided under this part.

SEC. 191. Section 24214 of the Education Code is amended to
read:

24214. (a) A member retired for service under this part may
perform the activities identified in paragraphs (1) to (9), inclusive,
of subdivision (a), or subdivision (b), of Section 22119.5 as an
employee of an employer, as an employee of a third party, or as an
independent contractor within the California public school system,
but the member shall not make contributions to the retirement fund
or accrue service credit based on compensation earned from that
service.

(b) The rate of pay for service performed by a member retired for
service under this part as an employee of the employer shall not be
less than the minimum, nor exceed that paid by the employer to other
employees performing comparable duties.

(c) A member retired for service under this part shall not be
required to reinstate for performing the activities identified in
paragraphs (1) to (9), inclusive, of subdivision (a), or subdivision (b),
of Section 22119.5, as an employee of an employer, as an employee
of a third party, or as an independent contractor within the California
public school system.

(d) A member retired for service under this part may earn
compensation for performing activities identified in paragraphs (1)
to (9), inclusive, of subdivision (a), or subdivision (b), of Section
22119.5 in any one school year up to the limitation specified in
subdivision (f) as an employee of an employer, as an employee of a
third party, or an independent contractor, within the California
public school system, without a reduction in his or her retirement
allowance.

(e) The postretirement compensation limitation provisions set
forth in this section shall not be applicable to compensation earned
for the performance of the activities described in subdivision (a) for
which the employer is not eligible to receive state apportionment or
to compensation that is not creditable pursuant to Section 22119.2.

(f) The limitation that shall apply to the compensation for
performance of the activities identified in paragraphs (1) to (9),
inclusive, of subdivision (a), or subdivision (b), of Section 22119.5 by
a member retired for service under this part either as an employee
of an employer, an employee of a third party, or as an independent
contractor, shall be fifteen thousand dollars ($15,000), in any one
school year, adjusted annually by the board each July 1 by the annual
amount of increase in the All Urban California Consumer Price Index
using December 1989 as the base.

(g) If a member retired for service under this part earns
compensation for performing activities identified in paragraphs (1)
to (9), inclusive, of subdivision (a), or subdivision (b), of Section
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22119.5 in excess of the limitation specified in subdivision (f), as an
employee of an employer, as an employee of a third party, or as an
independent contractor, within the California public school system,
the member’s retirement allowance shall be reduced by the amount
of the excess compensation. The amount of the reduction may be
equal to the monthly allowance payable but shall not exceed the
amount of the annual allowance payable under this part for the fiscal
year in which the excess compensation was earned.

(h) The amendments to this section enacted during the 1995-96
Regular Session shall be deemed to have become operative on July
1, 1996.

SEC. 192. Section 24215 of the Education Code is amended to
read:

24215. A member retired for service under this part whose last
employment was in the California State University, as a member of
the Defined Benefit Program or the Public Employees’ Retirement
System, may serve as a member of the teaching staff of the California
State University and shall be subject to the employment limitations
as provided by the Public Employees’ Retirement Law (Part 3
(commencing with Section 20000) of Division 5 of Title 2 of the
Government Code).

SEC. 193. Section 24216 of the Education Code is amended to
read:

24216. (a) (1) A member retired for service under this part who
is appointed as a trustee or administrator by the Superintendent of
Public Instruction pursuant to Section 41320.1, or a member retired
for service who is assigned by a county superintendent of schools
pursuant to Article 2 (commencing with Section 42120) of Chapter
6 of Part 24, shall be exempt from subdivisions (d), (e¢), and (f) of
Section 24214 for a maximum period of two years.

(2) The period of exemption shall commence on the date the
member retired for service is appointed or assigned and shall end no
more than two calendar years from that date, after which the
limitation specified in subdivisions (d), (e), and (f) of Section 24214
shall apply.

(3) An exemption under this subdivision shall be granted by the
system providing that the Superintendent of Public Instruction or
the county superintendent of schools submits documentation
required by the system to substantiate the eligibility of the member
retired for service for an exemption under this subdivision.

(b) (1) A member retired for service under this part who is
employed by an employer to perform creditable service in an
emergency situation to fill a vacant administrative position requiring
highly specialized skills shall be exempt from the provisions of
subdivisions (d), (e) and (f) of Section 24214 for creditable service
performed up to one-half of the full-time equivalent for that position,
if the vacancy occurred due to circumstances beyond the control of
the employer. The limitation specified in subdivisions (d), (e), and
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(f) of Section 24214 shall apply to creditable service performed
beyond the specified exemption.

(2) An exemption under this subdivision shall be granted by the
system subject to the following conditions:

(A) The recruitment process to fill the vacancy on a permanent
basis is expected to extend over several months.

(B) The employment is reported in a public meeting of the
governing body of the employer.

(C) The employer submits documentation required by the system
to substantiate the eligibility of the member retired for service for an
exemption under this subdivision.

(c) This section shall not apply to any person who has received
additional service credit pursuant to Section 22715 or 22716.

(d) A person who has received additional service credit pursuant
to Section 22714 shall be ineligible for one year from the effective
date of retirement for the exemption provided in this section for
service performed in the district from which he or she retired.

(e) This section shall become operative on July 1, 1995, and shall
remain in effect only until July 1, 2003, and as of that date is repealed,
unless a later enacted statute, which is enacted before July 1, 2003,
deletes or extends that date.

SEC. 194. Section 24216.5 of the Education Code is amended to
read:

24216.5. (a) The compensation earned by a member who retired
for service under this part shall be exempt from subdivisions (d), (f),
and (g) of Section 24214, if all of the following conditions are met:

(1) The member retired for service with an effective date on or
before July 1, 1998.

(2) The member retired for service is employed by a school
district to provide:

(A) Direct classroom instruction to students in newly created
grades kindergarten through 3; or

(B) Is temporarily filling a position in grades 4 through 12 that was
vacated due to a teacher transferring to a classroom in grades
kindergarten through 3 within the same district that was created to
meet the objectives of the Class Size Reduction Program set forth in
Chapter 6.10 (commencing with Section 52120) of Part 28.

(3) Al members retired for service whose employment with a
school district meets the conditions specified in this section shall be
treated as a distinct class of temporary employees within the existing
bargaining unit whose service shall not be included in computing the
service required as a prerequisite to attainment of or eligibility for
classification as a permanent employee of a school district. The
compensation for service performed by this class of employees shall
be established in accordance with subdivision (b) of Section 24214
and agreed to in the collective bargaining agreement between the
employing school district and the exclusive representative for the
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existing bargaining unit within which these temporary employees of
the school district are treated as a distinct class.

(4) The employing school district submits documentation
required by the system to substantiate the eligibility of the temporary
employment of a member retired for service for the exemption
under this subdivision.

(b) A school district that employs a member retired for service
pursuant to this section shall maintain accurate records of the retired
member’s compensation earned and shall report that compensation
monthly to the system regardless of the method of payment or the
source of funds from which the compensation is paid.

(c) Upon written request to the system, a member who retired for
service under this part with an effective date on or before July 1, 1996,
and who, between July 1, 1996, and 60 days following the effective
date of this section, terminated his or her service retirement
allowance and returned to employment that qualifies for the
exemption specified in subdivision (a) may cancel his or her
reinstatement and return to status as a member retired for service as
if the service retirement allowance had not been terminated.

(d) This section shall not apply to the compensation earned for
creditable service performed by a member retired for service for a
county office of education or a community college district.

(e) This section shall become operative on July 1, 1996, and shall
remain in effect only until July 1, 2002, and as of that date is repealed
unless a later enacted statute which is enacted before July 1, 2002,
deletes or extends that date.

SEC. 195. Section 24217 of the Education Code is amended to
read:

24217. A person who was a member under this part on June 30,
1972, and had five or more years of service and who had attained age
55 years, shall have the option of receiving the allowance payable
under Section 14245, as it read on that date in lieu of the allowance
payable under subdivision (a) of Section 24202.

SEC. 196. Section 24301 of the Education Code is amended to
read:

24301. (a) A member who has filed an application under this part
for a disability retirement pursuant to Chapter 26 (commencing with
Section 24100) may elect, as provided in Section 24300 to receive an
actuarially modified disability retirement allowance. After receipt of
a disability retirement application from a member, the board shall
mail an acknowledgment notice to the member. A 30-day period shall
commence with the mailing of the acknowledgment, during which
time the member may change the option election made on the
disability retirement application.

(b) The option shall become effective on the effective date of the
disability retirement allowance. The modification of the disability
retirement allowance under the option elected shall be based on the
ages of the retired member and the designated option beneficiary as
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of the effective date of the disability retirement. The modification
shall be applicable only to the disability retirement allowance
payable pursuant to subdivision (a) of Section 24106.

(c) The elected option may not be revoked or changed after the
later of the effective date of the disability retirement allowance or 30
days after the mailing of the acknowledgment notice pursuant to this
section.

(d) If a member dies prior to electing an unmodified allowance or
an option, the death benefits shall be payable under Chapter 23
(commencing with Section 23850), regardless of whether the
disability retirement application is or would have been approved.

SEC. 197. Section 24308 of the Education Code is amended to
read:

24308. (a) The election of an option as provided in Section 24307
shall preclude the payment of a family allowance to any beneficiary
under this part.

(b) The preretirement election of an option made by the member
pursuant to Section 24307 shall be voided by the board as of the
effective date of an approved disability retirement under this part.
Members receiving a disability retirement allowance pursuant to
Chapter 26 (commencing with Section 24100) may not file an
election of option as provided in Section 24307.

(c) The election of an option as provided in Section 24307 shall
preclude the payment of a survivor benefit allowance pursuant to
Chapter 23 (commencing with Section 23850) and shall preclude the
payment of the remaining balance of the member’s accumulated
retirement contributions prior to the death of the option beneficiary.

SEC. 198. Section 24309 of the Education Code is amended to
read:

24309. (a) A member may cancel the election of an option made
pursuant to Section 24307, providing written cancellation is received
by the board on or before the day preceding the effective date of
retirement under this part or during the period between termination
of the retirement allowance pursuant to Section 24208 or 24117 and
the effective date of the subsequent retirement under this part.
Regardless of how the member elects to receive his or her retirement
allowance, that allowance shall be reduced by an amount determined
by the board to be the actuarial equivalent of the coverage the
member received as a result of the preretirement election and that
does not result in any adverse funding to the plan.

(b) If the option beneficiary designated in the preretirement
election of an option pursuant to Section 24307 dies prior to the
member’s retirement, the preretirement election shall be canceled
as of the day following the date of death and the member’s
subsequent retirement allowance under this part shall be subject to
the allowance reduction prescribed in this section.

SEC. 199. Section 24311 of the Education Code is amended to
read:
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24311. (a) A member who has a preretirement election of an
option in effect on December 31, 1990, may change his or her
preretirement election of Option 2, Option 3, Option 4, or Option 5,
to either Option 6 or Option 7 without the allowance reduction
prescribed in Sections 24309 and 24310, provided the change is made
on or after January 1, 1991, and prior to the earlier of January 1, 1992,
or the member’s retirement under this part.

(b) If the member elects to change his or her option under this
section, then the member shall retain the same option beneficiary as
named in the prior preretirement election. The election to change
the preretirement election under this section shall be void if not
received in the system’s office in Sacramento at least 30 days prior to
the death of the option beneficiary.

SEC. 200. Section 24400 of the Education Code is amended to
read:

24400. The Legislature recognizes that inflation erodes the
purchasing power of benefits paid under the plan under this part. It
is the intent of the Legislature to understand the degree of erosion
of these benefits. The board shall report to the Governor and
Legislature no later than April 1 of each year on the extent to which
inflation has eroded the purchasing power of benefits provided
under the Defined Benefit Program. The board shall indicate the
amount of supplementary increases in retirement allowances
required to preserve the purchasing power of benefits provided by
the Defined Benefit Program. The board shall also determine and
report on the increases.

SEC. 201. Section 24417 of the Education Code is amended to
read:

24417. (a) The proceeds of an auxiliary Supplemental Benefit
Maintenance Account shall be distributed annually in quarterly
supplemental  payments, commencing when funds in the
Supplemental Benefit Maintenance Account are insufficient to
support 75 percent, to retired members, disabled members, and
beneficiaries under this part. The amount available for distribution
in any fiscal year shall not exceed the amount necessary to restore
purchasing power up to 75 percent of the purchasing power of the
initial monthly allowance after the application of all allowance
increases authorized by this part, including those specified in Section
24412 and Section 24415.

(b) The net revenues to be distributed shall be allocated among
those retired members, disabled members, and beneficiaries whose
allowances, after sequentially applying the annual improvement
factor as defined in Sections 22140 and 22141, and the annual
supplemental payment as defined in Section 24412 and Section 24415,
have the lowest purchasing power percentage. The purchasing
power calculation for each individual shall be based on the change
in the All Urban California Consumer Price Index between June of
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the calendar year of benefit effective date and June of the fiscal year
preceding the fiscal year of distribution.

(c) The allowance increase shall not be applicable to annuities
payable from the accumulated annuity deposit contributions or the
accumulated tax-sheltered annuity contributions.

(d) The benefits provided by subdivision (b) are not cumulative,
nor part of the base allowance, and will be payable only to the extent
that funds are available from the Supplemental Benefit Maintenance
Account and the auxiliary Supplemental Benefit Maintenance
Account. The board shall inform each recipient of the contents of this
subdivision.

(e) The distributions authorized by this section are not vested and
shall not be included in the base allowance for purposes of calculating
the annual improvement defined by Section 22140 and 22141.

SEC. 202. Section 24505 of the Education Code is amended to
read:

24505. Actions brought by the board or its agent under contract
pursuant to this chapter shall be commenced within three years after
the liability of the system to pay benefits under the plan is fixed.
Liability of the plan is fixed at the time the board approves the
payment of benefits under this plan.

SEC. 203. Section 24600 of the Education Code, as added by
Section 36 of Chapter 1165 of the Statutes of 1996, is amended to read:

24600. (a) A retirement allowance under this part begins to
accrue on the effective date of the member’s retirement and ceases
on the earlier of the day of the member’s death or the day on which
the retirement allowance is terminated for a reason other than the
member’s death.

(b) A retirement allowance payable to an option beneficiary
under this part begins to accrue on the day following the day of the
retired member’s death and ceases on the day of the option
beneficiary’s death.

(c) A disability allowance under this part begins to accrue on the
effective date of the member’s disability allowance and ceases on the
earlier of the day of the member’s death or the day on which the
disability allowance terminated for a reason other than the member’s
death.

(d) A family allowance under this part begins to accrue on the day
following the day of the member’s death and ceases on the day of the
event that terminates eligibility for the allowance.

(e) A survivor benefit allowance payable to a surviving spouse
under this part pursuant to Chapter 23 (commencing with Section
23850) begins to accrue on the day the member would have attained
60 years of age or on the day following the day of the member’s death,
as elected by the surviving spouse, and ceases on the day of the
surviving spouse’s death.

(f) A child’s portion of an allowance under this part begins to
accrue on the effective date of that allowance and ceases on the
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earlier of either the termination of the child’s eligibility or the
termination of the allowance.

(1) Until January 1, 2002, a person who on December 31, 1996, is
between 18 and 22 years of age and who is eligible as a full-time
student to receive a child’s portion of an allowance shall continue to
be eligible for a child’s portion until the person attains 22 years of age
or until the first day of the month following the end of the school
quarter or semester that is in progress in the month the person attains
22 years of age provided prior verification of full-time student status
is received by the board. If verification is not received by the board
prior to the date the person attains 22 years of age, the allowance or
the child’s portion of the allowance shall cease on the day the
full-time student attains 22 years of age.

(2) Notwithstanding subdivision (e) of Section 22123, until
January 1, 2002, a person who on December 31, 1996, is between 18
and 22 years of age and who is not eligible as a full-time student to
receive a child’s portion of an allowance, may return to school on a
full-time basis on or after January 1, 1997, and become eligible for a
child’s portion from the date of return to full-time student status until
22 years of age or until the first day of the month following the end
of the school quarter or semester that is in progress in the month the
person attains 22 years of age provided prior verification of full-time
student status is received by the board. If verification is not received
by the board prior to the date the person attains 22 years of age, the
allowance or the child’s portion of the allowance shall cease on the
day the full-time student attains 22 years of age. No benefits shall be
payable under this paragraph for a person who does not return to
school as a full-time student prior to attaining 22 years of age.

(g) Supplemental payments issued under this part pursuant to
Sections 24701, 24702, and 24703 to retired members, disabled
members, and beneficiaries shall begin to accrue pursuant to Sections
24701, 24702, and 24703 and shall cease to accrue as of the termination
dates specified in subdivisions (a) to (f), inclusive, of this section.

(h) Notwithstanding any other provision of this part or other law,
distributions from the plan with respect to the Defined Benefit
Program shall be made in accordance with Section 401(a)(9) of the
Internal Revenue Code of 1986, as amended, including the incidental
death benefit requirements of Section 401(a)(9)(G) and the
regulations thereunder, and the required beginning date of benefit
payments that represent the entire interest of the member in the
plan with respect to the Defined Benefit Program shall be as follows:

(1) In the case of a refund of contributions, as described in
Chapter 12 (commencing with Section 23100), not later than April
1 of the calendar year following the later of both of the following:

(A) The calendar year in which the member attains age 70/,
years.

(B) The calendar year in which the member terminates
employment within the meaning of subdivision (i).
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(2) In the case of a retirement allowance, as defined in Section
22150, beginning not later than April 1 of the calendar year following
the later of (A) the calendar year in which the member attains age
701/, years; or (B) the calendar year in which the member
terminates employment within the meaning of subdivision (i), to
continue over the life of the member or the lives of the member and
the member’s option beneficiary, or over the life expectancy of the
member or the life expectancy of the member and the member’s
option beneficiary.

(i) For purposes of subdivision (h), the phrase ‘“terminates
employment” means the later of the termination of employment
subject to coverage under the Defined Benefit Program or the
termination of employment in a position requiring or permitting
membership in another public retirement system in this state the
compensation from which may be included in final compensation
under Section 22127.

(j) This section shall remain in effect only until January 1, 2002,
and as of that date is repealed, unless a later enacted statute, which
is enacted before January 1, 2002, deletes or extends that date.

SEC. 204. Section 24600 of the Education Code, as added by
Section 36.5 of Chapter 1165 of the Statutes of 1996, is amended to
read:

24600. (a) A retirement allowance under this part begins to
accrue on the effective date of the member’s retirement and ceases
on the earlier of the day of the member’s death or the day on which
the retirement allowance terminated for a reason other than the
member’s death.

(b) A retirement allowance payable to an option beneficiary
under this part begins to accrue on the day following the day of the
retired member’s death and ceases on the day of the option
beneficiary’s death.

(c) A disability allowance under this part begins to accrue on the
effective date of the member’s disability and ceases on the earlier of
the day of the member’s death or the day on which the disability
allowance terminated for a reason other than the member’s death.

(d) A family allowance under this part begins to accrue on the day
following the day of the member’s death and ceases on the day of the
event that terminates eligibility for the allowance.

(e) A survivor benefit allowance payable to a surviving spouse
under this part pursuant to Chapter 23 (commencing with Section
23850) begins to accrue on the day the member would have attained
60 years of age or on the day following the day of the member’s death,
as elected by the surviving spouse, and ceases on the day of the
surviving spouse’s death.

(f) A child’s portion of an allowance under this part begins to
accrue on the effective date of that allowance and ceases on the
earlier of either the termination of the child’s eligibility or the
termination of the allowance. An allowance payable because of a



[ Ch. 965 ] STATUTES OF 1998 7137

full-time student shall terminate on the first day of the month
following the end of the school quarter or semester that is in progress
in the month the full-time student attains 22 years of age. Any
adjustment to an allowance because of a full-time student’s periods
of nonattendance shall be made as follows: the allowance shall cease
on the first day of the month in which return to full-time attendance
was required and shall begin to accrue again on the first day of the
month in which full-time attendance resumes.

(g) Supplemental payments issued under this part pursuant to
Sections 24701, 24702, and 24703 to retired members, disabled
members, and beneficiaries shall begin to accrue pursuant to Sections
24701, 24702, and 24703 and shall cease to accrue as of the termination
dates specified in subdivisions (a) to (f), inclusive.

(h) Notwithstanding any other provision of this part or other law,
distributions from the plan with respect to the Defined Benefit
Program shall be made in accordance with Section 401(a)(9) of the
Internal Revenue Code of 1986, as amended, including the incidental
death benefit requirements of Section 401(a)(9)(G) and the
regulations thereunder, and the required beginning date of benefit
payments that represent the entire interest of the member in the
plan with respect to the Defined Benefit Program shall be as follows:

(1) In the case of a refund of contributions, as described in
Chapter 12 (commencing with Section 23100) of this part, not later
than April 1 of the calendar year following the later of (A) the
calendar year in which the member attains 70 1/, years of age or (B)
the calendar year in which the member terminates employment
within the meaning of subdivision (i).

(2) In the case of a retirement allowance, as defined in Section
22150, beginning not later than April 1 of the calendar year following
the later of (A) the calendar year in which the member attains 70 1/,
years of age or (B) the calendar year in which the member
terminates employment within the meaning of subdivision (i), to
continue over the life of the member or the lives of the member and
the member’s option beneficiary, or over the life expectancy of the
member or the life expectancy of the member and the member’s
option beneficiary.

(i) For purposes of subdivision (h), “terminates employment”
means the later of the termination of employment subject to
coverage by the plan or the termination of employment in a position
requiring or permitting membership in another public retirement
system in this state the compensation from which may be included
in final compensation under Section 22127.

(j) This section shall become operative on January 1, 2002.

SEC. 205. Section 24603 of the Education Code is amended to
read:

24603. If any estimated allowances under this part are more or
less than the correct amount due, the difference between the correct
amount and the estimated allowance shall be adjusted in subsequent
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payments or the Controller may state an account with the retired
member, disabled member, or beneficiary, pursuant to Section 12419
of the Government Code.

SEC. 206. Section 24604 of the Education Code is amended to
read:

24604. (a) A retired member, disabled member, or beneficiary
under this part shall specify whether monthly benefit payments are
to be disbursed by: (1) direct deposit (electronic funds transfer); (2)
direct mail to a financial or other institution; or (3) mailing to a
payment address provided by the retired member, disabled member,
or beneficiary.

(b) A member or beneficiary under this part to whom a lump-sum
payment or benefit is to be disbursed shall specify the address to
which the payment shall be mailed.

(c) (1) The board shall send a copy of the benefit payment
information to any retired member, disabled member, or beneficiary
under this part who has payments transmitted directly by electronic
funds transfer or by mail to a financial institution, unless the board
has received a written request from that person not to send a copy
of the information.

(2) The board shall notify the retired member, disabled member,
or beneficiary, in the monthly benefit payment notice, of the right
to request that no copy of the benefit payment information be
mailed, pursuant to paragraph (1).

(d) A payment disbursed as specified by the member or
beneficiary under this part shall fully discharge the board, system,
and plan from any claim resulting from actions taken under this
section.

SEC. 207. Section 24605 of the Education Code is amended to
read:

24605. Upon receipt of proof satisfactory to the board, that a
warrant drawn in payment of a retirement allowance or in payment
of any other account due from the plan under this part, has been lost
or that payment transmitted electronically cannot be credited to an
account, the Controller upon the request of the board shall issue a
replacement warrant in payment of the same amount, without
requiring a bond from the payee, and any loss incurred in connection
therewith shall be charged against the fund from which the payment
was derived.

SEC. 208. Section 24606 of the Education Code is amended to
read:

24606. (a) Whenever any warrant drawn in payment of
contributions or accumulated contributions or benefits under this
plan under this part remains unclaimed or the legal claimant cannot
be found, the board shall redeposit the proceeds of the warrant in the
retirement fund, and shall hold the proceeds for the legal claimant
without further accumulation of interest, and the redeposit shall not
operate to establish the membership of the claimant in this plan.
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(b) Subdivision (a) shall apply to warrants drawn and canceled by
the Controller pursuant to Section 17070 of the Government Code,
except that upon notice of cancellation, the proceeds revert to and
become a part of the retirement fund, and shall be applied to meet
the liabilities of the retirement fund with respect to the Defined
Benefit Program.

(c) The board may at any time, after reversion of proceeds as
provided above to the retirement fund and upon receipt of proper
information satisfactory to it, return from the retirement fund an
amount equal to those proceeds to the credit of the legal claimant.

SEC. 209. Section 24607 of the Education Code is amended to
read:

24607. Any warrant in an amount less than two thousand dollars
($2,000) paid by the system under this part, for the month in which
a retired member or disabled member dies, shall not be invalidated
by the system, except upon the request of the beneficiary of the
retired member or disabled member.

SEC. 210. Section 24608 of the Education Code is amended to
read:

24608. (a) Persons entitled to receive allowances under the plan
under this part may authorize deductions to be made from those
allowances, in accordance with procedures established by the board.

(b) The board shall determine the additional cost involved in
making deductions under this section, and may require the public
agency, association, insurance carrier, or unit thereof to pay the
amount of the additional cost to the board for deposit in the
retirement fund to the credit of the Defined Benefit Program.

SEC. 211. Section 24609 of the Education Code is amended to
read:

24609. Any allowance payable under this part to a retired
member, that has accrued and remains unpaid at the time of his or
her death, shall be paid to either of the following:

(a) The option beneficiary entitled to payment in accordance
with an option elected by the member.

(b) The beneficiary entitled to receive the lump-sum death
benefit provided upon death of a retired member if the member has
not elected an option.

SEC. 212. Section 24610 of the Education Code is amended to
read:

24610. Any disability allowance under this part that has accrued
and remains unpaid to a disabled member at the time of death shall
be paid to the person entitled to receive a family allowance under this
part or, if none, to the beneficiary entitled to receive the death
payment under this part.

SEC. 213. Section 24612 of the Education Code is amended to
read:

24612. (a) If any person entitled to a benefit from the plan under
this part is a minor who has no guardian of his or her estate, the
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benefit, not to exceed two thousand dollars ($2,000), may be paid to
the person entitled to the custody of the minor to hold for the minor,
upon the written statement, duly acknowledged and verified, of the
person that the total estate of the minor does not exceed two
thousand five hundred dollars ($2,500) in value.

(b) The payment shall constitute full discharge of any and all
liabilities of the board, system, and plan.

(c) The person shall account to the minor for the money when the
minor reaches the age of majority.

(d) Notwithstanding any other provision of this section, a natural
parent or an adoptive parent having custody of the minor shall not
be required to establish a guardianship for the purpose of collecting
a survivor benefit, family benefit, or death benefit under this part.

SEC. 214. Section 24613 of the Education Code is amended to
read:

24613. (a) Payment pursuant to the board’s determination in
good faith of the existence, identity, or other facts relating to
entitlement of persons under this part constitutes a complete
discharge and release of the board, system, and plan from liability for
that payment.

(b) Notwithstanding Sections 751 and 1100 of the Family Code
relating to community property interests, whenever payment or
refund is made by this system to a member, former member, or
beneficiary of a member pursuant to this part, the payment shall fully
discharge the board, system, and plan from all adverse claims thereto
unless, before payment is made, a written notice of adverse claim is
received at the system’s office in Sacramento.

SEC. 215. Section 24615 of the Education Code is amended to
read:

24615. If the board determines that contributions are due the
system under this part from a retired member, disabled member, or
a person who has died and the person is unable to pay the amount
due, the board may withhold all or part of subsequent payments due
the retired member, disabled member, or survivor, until the amounts
withheld equal the contributions due plus regular interest to the date
of payment. Total contributions plus regular interest due shall be
recovered by the system within 18 months.

SEC. 216. Section 24617 of the Education Code is amended to
read:

24617. (a) To recover an amount overpaid under this part, the
corrected monthly allowance may be reduced by no more than 5
percent if the overpayment was due to error by the system, the
county superintendent of schools, a school district, or a community
college district, and by no more than 15 percent if the error was due
to inaccurate information or nonsubmission of information by the
recipient of the allowance.
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(b) This section shall not apply to the collection of overpayments
due to fraud or intentional misrepresentation of facts by the recipient
of the allowance.

SEC. 217. Section 24618 of the Education Code is amended to
read:

24618. Losses or gains resulting from overpayment or
underpayment of contributions or other amounts under this part
within the limits set by the State Board of Control for automatic
writeoff, and losses or gains in greater amounts specifically approved
for writeoffs by the State Board of Control, shall be debited or
credited, as the case may be, to the appropriate reserve in the
retirement fund.

SEC. 218. Section 24619 of the Education Code is amended to
read:

24619. The system shall annually report to the board the following
information:

(a) The amount of underpayment made to recipients under this
part.

(b) The amount to be recovered because of overpayments and the
number of overpayments under this part.

(c) The actions taken by the board and the system to reduce the
number and amount of overpayments and underpayments under
this part.

SEC. 219. Section 24700 of the Education Code is amended to
read:

24700. On July 1, 1972, and thereafter all persons who first enter
employment in the San Francisco Unified School District or the San
Francisco Community College District to perform creditable service
subject to coverage under the Defined Benefit Program are
members of the plan in accordance with Section 22501. These new
members are excluded from coverage under Subchapter II
(commencing with Section 401) of Chapter 7 of Title 42 of the United
States Code, for service performed as a member of the plan.

SEC. 220. Section 24701 of the Education Code is amended to
read:

24701. Those credentialed members of the San Francisco City
and County Employees’ Retirement System on June 30, 1972, who
make an irrevocable election to be covered only by the State
Teachers’ Retirement Plan under this part for prior and future
service performed in San Francisco, shall be allowed to be covered
for other certificated service concurrently, where the provisions of
the city and county charter permit. This shall not include any
credited service, as defined in Section 22121.

SEC. 221. Section 24702 of the Education Code is amended to
read:

24702. (a) All persons on the San Francisco system retired rolls
on June 30, 1972, shall remain on the local rolls. The State Teachers’
Retirement System shall continue the subvention in Section 24706 for
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those persons, shall apply the percentage update and annual
improvement factor to payments being made under the Defined
Benefit Program directly to those persons, and shall pay the retired
death payment upon their death.

(b) The allowance that would have been payable had the member
retired solely under the Defined Benefit Program, including the
percentage update calculated under Sections 14332, 14333, and 14334,
as enacted by Chapter 2 of the Statutes of 1959, as those sections read
on December 31, 1974, shall be taken into account in computing the
amount of increase for the ten dollar ($10) a month per year of
service minimum unmodified allowance.

SEC. 222. Section 24703 of the Education Code is amended to
read:

24703. Persons who select to be covered only by the Defined
Benefit Program and already have credit for classified or other
noncertificated service in the San Francisco local system shall not
have that credit transferred to the Defined Benefit Program.

SEC. 223. Section 24704 of the Education Code is amended to
read:

24704. The San Francisco City and County Employees’
Retirement System shall provide concurrent retirement benefits for
classified and other noncertificated service in the San Francisco
system according to the provisions applicable to miscellaneous
employees of the time of the concurrent retirement for:

(a) Members of that system who transfer to the Defined Benefit
Program after June 30, 1972.

(b) Persons who were members of both the San Francisco system
and the Defined Benefit Program on June 30, 1972.

(c) Any person who could have qualified under subdivision (b) if
he or she had not taken a refund from either the San Francisco
System or the Defined Benefit Program, but not both, provided the
person qualifies for and redeposits prior to retirement.

SEC. 224. Section 24750 of the Education Code is amended to
read:

24750. Those members who took a refund of their accumulated
contributions from the former Los Angeles Unified School District
Retirement System or the former Los Angeles Community College
District Retirement System or the San Francisco City and County
Employees’ Retirement System, prior to July 1, 1972, and who have
former Permanent Fund contributions only on deposit related to
former local system service shall have those accumulated former
Permanent Fund contributions on deposit as of July 1, 1972, treated
in the same manner as accumulated retirement contributions of all
nonlocal members. Upon discovery and notification to those
members, they shall do either of the following:

(a) Redeposit the contributions required to bring the account into
full balance with regular interest prior to retirement under this part.
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(b) Leave  those former Permanent Fund accumulated
contributions on deposit and receive a reduced retirement allowance
under the law as it read on June 30, 1972.

SEC. 225. Section 24751 of the Education Code is amended to
read:

24751. Those members who took a refund of their accumulated
contributions from the former Los Angeles Unified School District
Retirement System or the former Los Angeles Community College
District Retirement System or the San Francisco City and County
Employees’ Retirement System, prior to July 1, 1972, and who also
took a refund of their Permanent Fund contributions from the State
Teachers’ Retirement System with respect to the Defined Benefit
Program, and who redeposited their contributions in the local system
but did not redeposit their Permanent Fund contributions in the
State Teachers’ Retirement System with respect to the Defined
Benefit Program, shall redeposit the contributions required to bring
the account into full balance with regular interest from the date of
refund to the date of payment. The redeposit may be made
immediately upon notification by the system and shall be made prior
to retirement under this part. The redeposit shall be made in a lump
sum or by installment payments as specified by the chief executive
officer.

SEC. 226. Section 24950 of the Education Code is amended to
read:

24950. An annuity contract and custodial account as described in
Section 403(b) of the Internal Revenue Code of 1986 shall be offered
to all employees of any state agency who are members of the plan
under this part or any employee of a local public agency or political
subdivision of this state that employs persons to perform creditable
service subject to coverage by the plan under this part. The following
criteria shall apply to that annuity contract and custodial account:

(a) The annuity contract and custodial account shall be offered for
at least five years.

(b) The annuity contract and custodial account may be
administered by a qualified third-party administrator that shall,
under agreement with the system, provide custodial, investment,
recordkeeping, or administrative services, or any combination
thereof. The third-party administrator shall not provide investment
options.

(c) The investment options offered shall be determined by the
board consistent with those annuity contract and custodial accounts
described in Section 403(b) of the Internal Revenue Code of 1986.

(d) The system’s investment staff shall make recommendations to
the board as to the appropriate investment options. At a minimum,
the board shall offer at least three investment options. The board shall
have sole responsibility for the selection of service providers.

(e) All contributions made in accordance with the provisions of
Section 403(b) of the Internal Revenue Code of 1986 and this section
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shall be remitted directly to the administrator and held by the
administrator in a custodial account on behalf of the employee. Any
investment gains or losses shall be credited to those accounts. The
forms of payment and disbursement procedure shall be consistent
with those generally offered by similar annuity contracts and
custodial accounts and applicable federal and state statutes
governing those contracts and accounts.

(f) Any employer, other than the state, may elect to make
contributions to the employee’s annuity contract and custodial
account on behalf of the employee. The employer shall take
whatever action is necessary to implement this section, including the
adoption of an annuity contract and custodial account, or provide the
appropriate authorization in accordance with the provision of
Section 403(b) of the Internal Revenue Code of 1986. Employer
contributions made under this section are excluded from the
definition of creditable compensation as provided in Section 22119.2.

(g) The design and administration of the annuity contract and
custodial account shall comply with the applicable provisions of the
Internal Revenue Code of 1986 and the Revenue and Taxation Code.
Section 770.3 of the Insurance Code shall not be applicable.

SEC. 227. Section 24951 of the Education Code is amended to
read:

24951. If the rate of participation in the annuity contract and
custodial account is less than 2 percent of active members in the
Defined Benefit Program upon the completion of the initial five
years of administration, the board may elect to terminate the offering
of the annuity contract and custodial account as described in Section
403(b) of the Internal Revenue Code of 1986. The board shall provide
two years’ notice to the annuity contract and custodial account
participants of its intention to terminate.

SEC. 228. Section 25000 of the Education Code is amended to
read:

25000. (a) The board may develop one or more deferred
compensation plans under Section 457 of the Internal Revenue Code
which an employer may choose to establish and offer to its employees
who are members of the plan under this part or Part 14 (commencing
with Section 26000).

(b) In the event that an employer adopts a deferred compensation
plan described in subdivision (a):

(1) The employer shall enter into a written contractual
arrangement with the system under which the system, or a
third-party administrator acting on behalf of the system, shall provide
investment, recordkeeping, and administrative services for the
deferred compensation plan.

(2) The initial period of the contractual arrangement described in
paragraph (1) shall be for a term of five years.
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(3) The deferred compensation plan shall continue to constitute
a separate plan established and maintained by the adopting
employer.

(4) The system shall be treated as acting on behalf of the employer
in administering the deferred compensation plan.

(5) The terms and administration of the deferred compensation
plan shall be in accordance with the applicable provisions of Section
457 of the Internal Revenue Code.

(6) The interest of an employee, or his or her beneficiary,
participating in the deferred compensation plan in the assets,
including amounts deferred under the plan and paid over to the
Teachers’ Deferred Compensation Fund described in Section 25001,
of the employer sponsoring the deferred compensation plan shall not
be senior to that of the general creditors of the employer.

(7) In administering the deferred compensation plan on behalf of
the employer, the board shall have the same investment authority
and discretion and be subject to the same fiduciary standards
pursuant to Chapter 4 (commencing with Section 22250), with
respect to amounts deferred under the deferred compensation plan
as applied by the system with respect to the Teachers’ Retirement
Fund.

(c) In the event that an employer establishes and maintains a
deferred compensation plan described in subdivision (a), the
deferred compensation plan shall be offered to all of its employees
who are members of the plan under this part or Part 14 (commencing
with Section 26000).

(d) An employee participating in a deferred compensation plan
established by an employer under this section shall enter into a
written agreement with the employer for the deferral of
compensation prior to the performance of the services to which that
compensation relates.

(e) In the event that an employer chooses to establish and
maintain a deferred compensation plan described in subdivision (a)
that is to be administered by the system, the employer shall take all
necessary or appropriate action to implement this section in
cooperation with the system.

SEC. 229. Section 26001 of the Education Code is amended to
read:

26001. The design and administration of the plan, including the
Cash Balance Benefit Program, shall comply with the applicable
provisions of the Internal Revenue Code and the Revenue and
Taxation Code. The Teachers’ Retirement Board may amend the
plan to comply with the applicable federal laws and regulations to the
extent permitted by law, to establish or revise the minimum interest
rate, to declare additional earnings credit, to declare additional
annuity credit, and to adopt and amend actuarial assumptions for all
purposes under the plan.
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SEC. 230. Section 26002 of the Education Code is amended to
read:

26002. The Cash Balance Benefit Program shall be administered
by the Teachers’ Retirement Board with all of the powers,
responsibilities and duties for administration of the plan set forth in
Chapter 3 (commencing with Section 22200) through Chapter 7
(commencing with Section 22375) of Part 13. In administering the
plan, the board and its officers and employees of the system shall
exercise their fiduciary duties set forth in Chapter 4 (commencing
with Section 22250) of Part 13.

SEC. 231. Section 26102 of the Education Code is amended to
read:

26102. “Actuary” means a person professionally trained in the
technical and mathematical aspects of insurance, pensions, and
related fields who has been appointed by the board for the purpose
of actuarial services required under this part.

SEC. 232. Section 26113 of the Education Code is amended to
read:

26113. (a) “Creditable Service” means any of the following
activities performed for an employer in a position requiring a
credential, certificate, or permit pursuant to this code or under the
appropriate minimum standards adopted by the Board of Governors
of the California Community Colleges or under the provisions of an
approved charter for the operation of a charter school for which the
employer is eligible to receive state apportionment or pursuant to a
contract between a community college district and the United States
Department of Defense to provide vocational training:

(1) The work of teachers, instructors, district interns and
academic employees employed in the instructional program for
pupils, including special programs such as adult education, regional
occupational programs, child care centers, and prekindergarten
programs pursuant to Section 22161.

(2) Education or vocational counseling, guidance, and placement
services.

(3) The work of directors, coordinators, and assistant
administrators who plan courses of study to be used in California
public schools, or research connected with the evaluation or
efficiency of the instructional program.

(4) The  selection, collection,  preparation, classification,
demonstration, or evaluation of instructional materials of any course
of study for use in the development of the instructional program in
California public schools, or other services related to school
curriculum.

(5) The examination, selection, in-service training, or assignment
of teachers, principals or other similar personnel involved in the
instructional program.
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(6) School activities related to, and an outgrowth of, the
instructional and guidance program of the school when performed
in addition to other activities described in this section.

(7) The work of nurses, physicians, speech therapists,
psychologists, audiometrists, audiologists, and other school health
professionals.

(8) Services as a school librarian.

(9) The work of county and district superintendents and other
employees who are responsible for the supervision of persons or
administration of the duties described in this section.

(b) “Creditable service” also means the work of superintendents
of California public schools.

(c) The board shall have final authority for determining
creditable service to cover any activities not already specified.

SEC. 233. Section 26117 of the Education Code is amended to
read:

26117. “Disability date” means the date the benefit becomes
payable to a participant who has applied for a disability benefit from
the plan under this part and has been determined to have a total and
permanent disability.

SEC. 234. Section 26119 of the Education Code is amended to
read:

26119. “Employee account” means the nominal account of the
participant to which employee contributions and interest and any
additional earnings credits in respect thereof are credited under the
Cash Balance Benefit Program.

SEC. 235. Section 26120 of the Education Code is amended to
read:

26120. “Employee contribution rate” means the percentage of
the participant’s salary withheld by the employer as an employee
contribution under the Cash Balance Benefit Program.

SEC. 236. Section 26121 of the Education Code is amended to
read:

26121. “Employee contribution” means the amount withheld
from the participant’s salary by the employer as a contribution by the
employee under the Cash Balance Benefit Program.

SEC. 237. Section 26123 of the Education Code is amended to
read:

26123. “Employer account” means the nominal account of the
participant in which employer contributions on behalf of the
participant and interest and any additional earnings credits in
respect thereof are credited under the Cash Balance Benefit
Program.

SEC. 238. Section 26124 of the Education Code is amended to
read:

26124. “Employer contribution rate” means the percentage of
salary that determines the amount the employer contributes to the
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Cash Balance Benefit Program with respect to each employee who
is a participant.

SEC. 239. Section 26125 of the Education Code is amended to
read:

26125. “Employer contribution” means the amount contributed
by the employer to the Cash Balance Benefit Program with respect
to the participant.

SEC. 240. Section 26126 of the Education Code is amended to
read:

26126. “Employed” or “employment” means employed to
perform creditable service subject to coverage under the Cash
Balance Benefit Program.

SEC. 241. Section 26127 of the Education Code is amended to
read:

26127. “Full time equivalent” means the days or hours of
creditable service that a person who is employed on a part-time basis
would be required to perform in a school year if he or she were
employed full time, as defined by Section 22138.5, in that position.

SEC. 242. Section 26131 of the Education Code is amended to
read:

26131. “Minimum interest rate” means the annual rate
determined for the plan year by the board by means of an
amendment to the plan with respect to the Cash Balance Benefit
Program in accordance with applicable federal laws and regulations.

SEC. 243. Section 26132 of the Education Code is amended to
read:

26132. “Participant” means a person who has performed
creditable service subject to coverage by the Cash Balance Benefit
Program, and who has contributions credited under the Cash
Balance Benefit Program or is receiving an annuity under the Cash
Balance Benefit Program by reason of creditable service.

SEC. 244. Section 26133 of the Education Code is amended to
read:

26133. “Pay period” means a payroll period specified by the
employer but not more than 31 calendar days.

SEC. 245. Section 26136 of the Education Code is amended to
read:

26136. “Retirement” means termination of employment and
completion of all conditions precedent to receiving a retirement
benefit under the Cash Balance Benefit Program.

SEC. 246. Section 26138 of the Education Code is amended to
read:

26138. “Retirement date” means the date the benefit under this
part becomes payable to a participant who has applied for a
retirement benefit from the plan under this part.

SEC. 247. Section 26139 of the Education Code is amended to
read:
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26139. (a) “Salary” means remuneration payable in cash by an
employer to a participant for creditable service subject to coverage
under the Cash Balance Benefit Program. Salary shall include:

(1) Money paid in accordance with a salary schedule based on
years of training and years of experience as specified in Section 45028
for creditable service performed.

(2) For participants not paid according to a salary schedule,
money paid for creditable service performed.

(3) Money paid for the participant’s absence from performance of
creditable service as approved by an employer, except as provided
in paragraph (5) of subdivision (b).

(4) Employee contributions picked up by an employer under
Section 414(h)(2) of Title 26 of the United States Code and Section
17501 of the Revenue and Taxation Code.

(5) Amounts deducted by an employer from the participant’s
salary, including deductions for participation in a deferred
compensation plan; deductions for the purchase of annuity contracts,
tax-deferred retirement plans, or other insurance programs; and
deductions for participation in a plan that meets the requirements of
Section 125, 401(k), or 403(b) of Title 26 of the United States Code.

(6) Money paid by an employer in addition to salary paid under
paragraph (1) or (2) if paid to all employees in a class in the same
dollar amount, the same percentage of salary, or the same percentage
of the amount being distributed.

(7) Any other payments the board determines by plan
amendment to be “salary.”

(b) “Salary” does not mean and shall not include:

(1) Money paid for service that is not creditable service.

(2) Money paid by an employer in addition to salary paid under
paragraph (1) or (2) if not paid to all employees in a class in the same
dollar amount, the same percentage of salary, or the same percentage
of the amount being distributed.

(3) Fringe benefits provided by an employer.

(4) Job-related expenses paid or reimbursed by an employer.

(5) Money paid for unused accumulated leave.

(6) Compensatory damages or money paid to a participant in
excess of salary as a compromise settlement or as severance pay.

(7) Annuity contracts, tax-deferred retirement programs, or other
insurance programs, including, but not limited to, plans that meet the
requirements of Section 125, 401(k), or 403(b) of Title 26 of the
United States Code that are purchased by an employer for a
participant.

(8) Any payments determined by the board to have been made
by an employer for the principal purpose of enhancing a participant’s
benefits under the plan.

(9) Any other payments the board determines by plan
amendment not to be “salary.”
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(c) Any employer or person who knowingly or willfully reports
salary in a manner inconsistent with the provisions of subdivisions (a)
or (b) shall reimburse the plan for any overpayment of benefits that
occurs because of such inconsistent reporting and may be subject to
prosecution for fraud, theft, or embezzlement in accordance with
provisions of the Penal Code. The system may establish procedures
to ensure that salary reported by an employer is in compliance with
this section.

(d) This section shall be deemed to have become operative on July
1, 1996.

SEC. 248. Section 26143 of the Education Code is amended to
read:

26143. “Termination benefit” means a benefit that is an amount
equal to the sum of the participant’s employee account and employer
account payable under this part pursuant to the provisions of Chapter
13 (commencing with Section 27200).

SEC. 249. Section 26144 of the Education Code is amended to
read:

26144. “Total and permanent disability” means any medically
determinable physical or mental incapacity that is expected to
prevent the participant from performing creditable service under
this part for the employer for a continuous period of at least one year.

SEC. 250. Section 26208 of the Education Code is amended to
read:

26208. The board shall establish and maintain records and
accounts following recognized accounting principles and controls
with respect to the Cash Balance Benefit Program.

SEC. 251. Section 26210 of the Education Code is amended to
read:

26210. The board has exclusive control of the investment of the
Retirement Fund with respect to assets attributed to the Cash
Balance Benefit Program. In investing the fund, the board and its
officers and employees shall exercise their fiduciary duties set forth
in Chapter 4 (commencing with Section 22250) and Chapter 6
(commencing with Section 22350) of Part 13.

SEC. 252. Section 26211 of the Education Code is amended to
read:

26211. The board shall acquire the services of an actuary to:

(a) Perform an actuarial investigation of the demographic and
economic experience of the Cash Balance Benefit Program at least
once every four years and make recommendations to the board for
the adoption of actuarial assumptions for the program that are, in the
aggregate, reasonably related to the past experience of the program
and the actuary’s best estimate of the future experience of the
program.

(b) Perform an annual actuarial valuation of the assets and
liabilities of the plan with respect to the Cash Balance Benefit
Program, using the actuarial assumptions adopted by the board.
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(c) Recommend to the board all rates and factors necessary to
administer the Cash Balance Benefit Program, including, but not
limited to, mortality tables, annuity factors, interest rates, additional
earnings credits, and employer contribution rates.

(d) Recommend to the board the goal for maintaining a sufficient
Gain and Loss Reserve with respect to the Cash Balance Benefit
Program, the amount to be transferred to the Gain and Loss Reserve
from investment earnings of the plan each year with respect to the
Cash Balance Benefit Program, and a strategy for the amortization
of any unfunded actuarial obligation.

(e) Recommend to the board transfers of amounts between the
Gain and Loss Reserve and the Annuitant Reserve with respect to the
Cash Balance Benefit Program.

(f) Perform any other actuarial services that may be required for
the administration of the plan with respect to the Cash Balance
Benefit Program, as requested by the board.

SEC. 253. Section 26212 of the Education Code is amended to
read:

26212. The board shall maintain all data necessary for the
actuarial investigation of the demographic and economic experience
of the Cash Balance Benefit Program, and for the actuarial valuation
of the assets and liabilities of the plan with respect to the Cash
Balance Benefit Program.

SEC. 254. Section 26213 of the Education Code is amended to
read:

26213. The board shall adopt actuarial assumptions, rates, factors
and tables necessary to administer the Cash Balance Benefit Program
as an amendment to the plan.

SEC. 255. Section 26216 of the Education Code is amended to
read:

26216. The board may administer the Cash Balance Benefit
Program through an agreement with a qualified third-party
administrator that shall provide custodial, recordkeeping, or other
administrative services specified under the agreement.

SEC. 256. Section 26301 of the Education Code is amended to
read:

26301. (a) Employers shall report, on a form prescribed by the
system, contributions paid on behalf of each participant in each pay
period, along with all other information required by the system, no
later than 15 calendar days following the last day of the pay period
in which the salary was paid, and the report is delinquent
immediately thereafter.

(b) The board may assess a penalty against the employer for a
report submitted late or in an unacceptable form.

SEC. 257. Section 26301.5 is added to the Education Code, to read:

26301.5. Each employer shall deduct from the salary of
participants employed by the employer the participant contributions
required by this part and shall remit to the system those contributions
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plus the employer contributions required by this part and Section
44987.

SEC. 258. Section 26302 of the Education Code is amended to
read:

26302. (a) If more or less than the contributions required by this
part are paid to the plan based on salary paid to a participant, proper
adjustment shall be made by the employer within 60 days of
discovery or of notification by the system, and any contributions
deducted in error from the participant’s salary shall be returned to
the participant by the employer within the same time period.

(b) If a report with respect to the Cash Balance Benefit Program
contains erroneous information and the system, acting in good faith,
makes a distribution from the Teachers’ Retirement Fund with
respect to the Cash Balance Benefit Program based on that
information, the employer who submitted the report shall reimburse
the Retirement Fund in full for the amount of the erroneous
disbursement, plus interest on the amount of the erroneous
disbursement at the minimum interest rate from the date of
disbursement to the date of reimbursement, immediately upon
notification by the system.

SEC. 259. Section 26303 of the Education Code is amended to
read:

26303. (a) Employers shall transmit to the plan the employee
contributions and employer contributions with respect to the Cash
Balance Benefit Program for salary paid to each participant during
the pay period no later than five working days following the last day
of the pay period in which the salary was paid.

(b) Payments shall be delinquent on the sixth working day
thereafter, and interest shall begin to accrue at the minimum interest
rate from that day until payment is received by the plan. Interest for
late payment under this subdivision shall be due from the employer.

SEC. 260. Section 26305 of the Education Code is amended to
read:

26305. Upon request of the system, an employer shall provide the
system with information regarding the salary paid or to be paid to
employees subject to coverage by the Cash Balance Benefit Program
in a plan year. The information may include, but shall not be limited
to, employment contracts, salary schedules, and minutes from
meetings conducted by the governing board of the employer.

SEC. 261. Section 26306 of the Education Code is amended to
read:

26306. (a) Upon request by the system, a participant or
beneficiary with respect to the Cash Balance Benefit Program shall
provide to the system any information affecting his or her status as
a participant or beneficiary.

(b) Upon request by the system, the participant shall provide
proof of his or her date of birth.
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(c) A participant who has not contributed to the Cash Balance
Benefit Program during the immediately preceding plan year shall
provide the system with his or her current mailing address and
beneficiary information.

SEC. 262. Section 26400 of the Education Code is amended to
read:

26400. (a) A person employed to perform creditable service for
less than 50 percent of the full-time equivalent for the position shall
become a participant on the later of the first day on which creditable
service is performed for an employer that provides the Cash Balance
Benefit Program or the effective date of the employer’s governing
board’s action to provide the Cash Balance Benefit Program,
provided the person is not subject to mandatory membership in the
Defined Benefit Program except as provided in Section 26402.

(b) If the employer’s governing board’s action to provide the Cash
Balance Benefit Program gives employees the right to elect coverage
under social security or an alternative retirement plan offered by the
employer in addition to the Cash Balance Benefit Program, the
employee may elect within 60 calendar days of the later of the first
day on which creditable service is performed, the date of the
employer’s governing board’s action to provide the Cash Balance
Benefit Program, or the effective date of the employer’s governing
board’s action to provide the Cash Balance Benefit Program to be
covered by social security or to participate in the alternative
retirement plan in lieu of participating in the Cash Balance Benefit
Program. Any election shall not preclude an employee from
participating in the Cash Balance Benefit Program at a later date so
long as the Cash Balance Benefit Program is provided by the
employer and the employee is eligible to participate in the Cash
Balance Benefit Program.

(c) If subdivision (b) is applicable, the employer shall inform
employees pursuant to subdivision (c) of Section 26300 of their right
to make an election and the election shall be made on a form
prescribed by the system and filed with the employer. The election
shall become effective on the later of the first day on which creditable
service is performed or the effective date of the employer’s
governing board’s action to provide the Cash Balance Benefit
Program.

(d) If the participant’s basis of employment with an employer that
provides the Cash Balance Benefit Program changes to employment
to perform creditable service for 50 percent or more of the full-time
equivalent for the position, contributions to the Cash Balance Benefit
Program on behalf of the participant shall no longer be made and
creditable service performed for that employer and all other
employers shall be subject to coverage by the Defined Benefit Plan
as of the first day of the pay period in which the change in the
participant’s basis of employment occurred, except as provided in
Section 26402.
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SEC. 263. Section 26401 of the Education Code is amended to
read:

26401. (a) A member of the Defined Benefit Program who is
employed to perform creditable service for less than 50 percent of the
full-time equivalent for the position for an employer that provides
the Cash Balance Benefit Program may elect to become a participant
for creditable service subject to coverage by the Cash Balance
Benefit Program for that employer provided that the creditable
service is not performed for the same employer with whom the
member is also subject to mandatory membership in the Defined
Benefit Program.

(b) The election shall be made on a form prescribed by the system
and shall be filed with the employer within 60 calendar days of the
later of the first day of employment with an employer that provides
the Cash Balance Benefit Program, the date of the employer’s
governing board’s action to provide the Cash Balance Benefit
Program, or the effective date of the employer’s governing board’s
action to provide the Cash Balance Benefit Program.

(c) Employers shall make available to employees specified in
subdivision (a) information and forms provided by the system for
making an election regarding participation, and shall maintain the
written election by the employee in employer files. The election shall
become effective on the first day of the month following the month
in which the election is made.

(d) If an election is made pursuant to subdivision (a) and the
participant’s basis of employment with that employer changes to
employment to perform creditable service for 50 percent or more of
the full-time equivalent for the position, contributions to the Cash
Balance Benefit Program on behalf of the participant shall no longer
be made and creditable service performed for that employer and all
other employers shall be subject to coverage by the Defined Benefit
Program as of the first day of the pay period in which the change in
the participant’s basis of employment occurred, except as provided
in Section 26402.

SEC. 264. Section 26500 of the Education Code is amended to
read:

26500. Acceptance of employment subject to coverage by the
Cash Balance Benefit Program constitutes consent to have
contributions deducted from the employee’s salary as required by
Section 26501.

SEC. 265. Section 26502 of the Education Code is amended to
read:

26502. Notwithstanding Section 26301.5, the employer may pick
up, for the sole purpose of and in accordance with the requirements
of Section 414(h)(2) of Title 26 of the United States Code and Section
17501 of the Revenue and Taxation Code, all of the amounts
otherwise due as employee contributions, which shall be paid by the
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employer in lieu of employee contributions and which shall be
deducted from the employee’s salary.

SEC. 266. Section 26504 of the Education Code is amended to
read:

26504. The employer may enter into a collective bargaining
agreement to pay a different employer contribution rate and a
different employee contribution rate, provided all of the following
conditions are met:

(a) The sum of the employee contributions and employer
contributions for each participant shall equal or exceed 8 percent of
salary.

(b) The employee contribution rate may exceed the employer
contribution rate but in no event shall the employer contribution rate
be less than 4 percent.

(c) The employee contribution rate and employer contribution
rate shall be the same for each participant employed by the
employer.

(d) The employee contribution rate and employer contribution
rate shall be in one-quarter percent increments.

(e) The employee contribution rate and employer contribution
rate as determined under the collective bargaining agreement shall
become effective on the first day of the plan year following notice to
the system and remain in effect for at least one plan year. However,
the employee contribution rate and the employer contribution rate
as determined under the collective bargaining agreement may
become effective as of the first day of the plan year in which notice
is given if it is provided in the collective bargaining agreement and
if a lump-sum contribution is made to the plan equal to the additional
employee and employer contributions, if any, that would have been
required if the contribution rates were in effect on the first day of the
plan year. Interest shall be credited at the minimum interest rate
with respect to the lump-sum contribution commencing with the
first month the contribution is made.

(f) The employer has filed notice of the employee contribution
rate and the employer contribution rate on a form prescribed by the
system.

SEC. 267. Section 26505 of the Education Code is amended to
read:

26505. If a participant who has retired and is receiving an annuity
under the Cash Balance Benefit Program becomes reemployed prior
to 60 years of age or becomes reemployed on or after 60 years of age
but within one year of his or her retirement date, to perform
creditable service subject to coverage by the plan, the annuity shall
be terminated, the employee account and the employer account of
the participant shall be credited with respective balances that reflect
the actuarial equivalent of the participant’s retirement benefit as of
the date of the reemployment and the Annuitant Reserve shall be
reduced by the amount of the credits. If a participant who has retired
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and is receiving an annuity under the Cash Balance Benefit Program
becomes reemployed on or after age 60 and more than one year after
retirement to perform creditable service under the plan, the annuity
shall continue and employee contributions and employer
contributions for the creditable service shall be made to the plan and
shall be credited to new employee and employer accounts
established on behalf of the participant.

SEC. 268. Section 26507 of the Education Code is amended to
read:

26507. (a) The board may adjust the mandatory employer
contribution rate specified under Section 26503 for a fixed period of
plan years when it has determined based upon the recommendation
of the actuary, that increased contributions are required. The
adjustment shall not exceed one-fourth of one percent for any plan
year. The mandatory employer contribution rate as adjusted shall not
exceed 4.25 percent of salary in any plan year for each participant
employed by the employer, except as provided in subdivision (b).

(b) The adjustment to the employer contribution rate specified in
subdivision (a) shall be applied to the employer contribution rate
specified in a collective bargaining agreement pursuant to Section
26504 and in effect on the first day of the plan year in which the
adjustment to the employer contribution rate takes effect.

(c) The adjusted employer contribution rate shall become
effective no earlier than the first day of the plan year immediately
following adoption by the board.

SEC. 269. Section 26604 of the Education Code is amended to
read:

26604. (a) Beginning June 1, 1996, prior to the Cash Balance Plan
becoming effective, and each June thereafter, the board, by plan
amendment with respect to the Cash Balance Benefit Program, shall
declare the minimum interest rate to be used to credit employee
accounts and employer accounts with respect to the Cash Balance
Benefit Program during the plan year beginning July 1.

(b) Interest shall be computed at the minimum interest rate on
the balance of the employee account and the employer account as of
the first day of that month. Interest for contributions credited during
that month to the respective account shall be computed at the
minimum interest rate from the date of deposit. Interest shall be
credited to the respective account as of the last day of that month.

(c) Interest shall not be credited to employee accounts and
employer accounts that have been transferred to the Annuitant
Reserve for payment of an annuity.

SEC. 270. Section 26606 of the Education Code is amended to
read:

26606. Any additional earnings credit declared shall be
determined as a specified percentage increase in the closing balance
of each employee account and employer account with respect to the
Cash Balance Benefit Program measured as of the last day of the plan
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year. The additional earnings credit shall be credited to employee
account and employer account balances as of the date the board
declares the additional earnings credit is to be applied. The additional
earnings credit shall not be credited to employee accounts and
employer accounts that have been transferred to the Annuitant
Reserve for payment of an annuity under the Cash Balance Benefit
Program.

SEC. 271. Section 26607 of the Education Code is amended to
read:

26607. (a) The board may declare by means of plan amendment
with respect to the Cash Balance Benefit Program an additional
annuity credit applicable to annuities being paid under the Cash
Balance Benefit Program.

(b) The declaration authorized by subdivision (a) may be made
only when the board by plan amendment with respect to the Cash
Balance Benefit Program declares an additional earnings credit as
provided in Section 26605 and if the total amount of investment
earnings of the plan with respect to the Cash Balance Benefit
Program for the plan year exceeds the sum of the total amount
required to credit all employee and employer accounts at the
minimum interest rate, the administrative costs of the plan with
respect to the Cash Balance Benefit Program for the plan year, any
addition to be made to the Gain and Loss Reserve under subdivision
(c) of Section 26202, the total amount required to credit all employee
and employer accounts in respect of the additional earnings credit so
declared, and any other obligations incurred by the plan with respect
to the Cash Balance Benefit Program.

(c) Any additional annuity credit with respect to the Cash Balance
Benefit Program shall be based upon the annuity of the participant
or beneficiary for the plan year and shall be paid as a lump sum to the
participant or beneficiary on the date specified by the board.

SEC. 272. Section 26800 of the Education Code is amended to
read:

26800. The normal retirement age for the Cash Balance Benefit
Program is 60 years of age.

SEC. 273. Section 26802 of the Education Code is amended to
read:

26802. Distribution of the retirement benefit under this part shall
commence no later than the required beginning date specified in
subdivision (c) of Section 26004.

SEC. 274. Section 26803 of the Education Code is amended to
read:

26803. (a) All creditable service subject to coverage by the Cash
Balance Benefit Program and all service with the participant’s last
employer or employers that is creditable under the Defined Benefit
Program shall be terminated prior to the retirement date.

(b) All employers with which the participant is employed to
perform creditable service subject to coverage by the plan shall
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certify on a form prescribed by the system that the participant’s
employment has been terminated.

SEC. 275. Section 26804 of the Education Code is amended to
read:

26804. Application for a retirement benefit under this part shall
be made on a form prescribed by the system.

SEC. 276. Section 26805 of the Education Code is amended to
read:

26805. The retirement benefit under this part is a benefit payable
in the event of retirement that is an amount equal to the sum of the
employee account and the employer account as of the retirement
date.

SEC. 277. Section 26806 of the Education Code is amended to
read:

26806. The normal form of retirement benefit under this part is
a lump-sum payment. Upon distribution of the lump-sum payment
to the participant, no further benefits shall be payable from the plan
with respect to the Cash Balance Benefit Program.

SEC. 278. Section 26807 of the Education Code is amended to
read:

26807. (a) Upon application for a retirement benefit under this
part, the participant may elect to receive the retirement benefit in
the form of an annuity, provided the sum of the employee account
and employer account equals or exceeds three thousand five
hundred dollars ($3,500).

(b) The participant may elect one of the following annuity
options:

(1) A single life annuity with a cash refund feature, which is the
actuarial equivalent of the lump sum payable for the life of the
participant with any balance remaining upon the death of the
participant payable in a lump sum to the beneficiary.

(2) A single life annuity without a cash refund feature, which is the
actuarial equivalent of the lump sum payable for the life of the
participant.

(3) A 100-percent joint and survivor annuity, which is the actuarial
equivalent of the lump sum payable for the combined lives of the
participant and the beneficiary, with the monthly amount payable to
the participant continuing to the surviving beneficiary upon the
death of the participant. However, if the option beneficiary
predeceases the participant, the annuity without modification for the
option shall be payable to the participant upon notification to the
board and shall commence to accrue to the participant as of the day
following the date of death of the option beneficiary. Notification to
the board shall include proof of death of the option beneficiary.

(4) A 50-percent joint and survivor annuity, which is the actuarial
equivalent of the lump sum payable for the combined lives of the
participant and the beneficiary, with one-half of the monthly amount
payable to the participant continuing to the surviving beneficiary
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upon the death of the participant. However, if the option beneficiary
predeceases the participant, the annuity without modification for the
option shall be payable to the participant upon notification to the
board and shall commence to accrue to the participant as of the day
following the date of death of the option beneficiary. Notification to
the board shall include proof of death of the option beneficiary.

(5) A period certain annuity, which is the lump sum payable over
a specified number of years, from a minimum of three years to a
maximum of 10 years but in any event not to exceed the life
expectancy of the participant or the life expectancy of the participant
and the participant’s option beneficiary, until there is no balance
remaining in the participant’s employee account and employer
account.

SEC. 279. Section 26809 of the Education Code is amended to
read:

26809. Upon election of an annuity under this part, the credits in
the participant’s employee account and employer account shall be
transferred to the Annuitant Reserve.

SEC. 280. Section 26810 of the Education Code is amended to
read:

26810. (a) A participant who is employed to perform creditable
service subject to coverage by the Cash Balance Benefit Program
while receiving an annuity under the program may voluntarily
terminate the annuity upon employment and make contributions to
the program based on salary paid by the employer for the
employment, provided the participant has attained age 60 and has
been receiving a retirement annuity for at least one year. The
participant shall continue to be subject to Section 26808.

(b) The participant shall request in writing within 60 days of
employment that the annuity be terminated. Termination of the
participant’s annuity shall become effective on the first day of the
month following the month in which verification of the participant’s
employment is received by the system from the participant’s
employer.

(c) Upon voluntary termination of the annuity, the employee and
employer account of the participant shall be credited with respective
balances that reflect the actuarial equivalent of the participant’s
retirement benefit as of the date the participant terminates the
annuity and the Annuitant Reserve shall be reduced by the amount
of the credits.

(d) The portion of the annuity derived from the amounts credited
to the employee account and employer account, as of the date the
participant terminates the annuity, shall be calculated using the
actuarial assumptions in effect on the initial retirement date using the
age of the participant and, if the participant elected a joint and
survivor option the age of the beneficiary on the current retirement
date.
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(e) Upon election of a subsequent annuity, the credits in the
participant’s employee account and employer account shall be
transferred to the Annuitant Reserve.

SEC. 281. Section 26811 of the Education Code is amended to
read:

26811. The beneficiary under the joint and survivor option
elected pursuant to paragraph (3) or (4) of subdivision (b) of Section
26807 shall be the person designated by the participant on the
application for a retirement benefit under this part, and shall not be
changed after the original retirement date unless the beneficiary has
predeceased the participant.

SEC. 282. Section 26900 of the Education Code is amended to
read:

26900. A participant may apply to receive a disability benefit
under this part at any time.

SEC. 283. Section 26901 of the Education Code is amended to
read:

26901. Application for a disability benefit under this part shall be
made by the participant, or the guardian or conservator of the
participant, on a form prescribed by the system.

SEC. 284. Section 26902 of the Education Code is amended to
read:

26902. (a) A disability benefit under this part shall become
payable only upon determination by the board that the participant
has a total and permanent disability. The board shall require current
relevant medical reports by licensed practitioners, including the
report of the treating physician, and may make any inquiries
necessary to the determination of total and permanent disability.
Failure of the participant, or the participant’s guardian or
conservator, to provide any documents, complete any forms, or
respond to any questions from the board within 45 days of the request
may be cause for rejection of the application.

(b) Upon determination by the board that the participant does not
have a total and permanent disability, the application for disability
benefit, and any designation of beneficiary for the benefit, shall be
automatically canceled.

SEC. 285. Section 26903 of the Education Code is amended to
read:

26903. All creditable service subject to coverage by the Cash
Balance Benefit Program and Defined Benefit Program shall be
terminated prior to the disability date.

SEC. 286. Section 26905 of the Education Code is amended to
read:

26905. The normal form of disability benefit under this part is a
lump-sum payment. Upon distribution of the lump-sum payment to
the participant, no further benefits shall be payable from the Cash
Balance Benefit Program.
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SEC. 287. Section 26906 of the Education Code is amended to
read:

26906. (a) Upon application for a disability benefit under this
part, the participant may elect to receive the disability benefit in the
form of an annuity provided the sum of the employee account and
employer account equals or exceeds three thousand five hundred
dollars ($3,500).

(b) The participant may elect one of the following options:

(1) A single life annuity with a cash refund feature, which is the
actuarial equivalent of the lump sum payable for the life of the
participant with any balance remaining upon the death of the
participant payable in a lump sum to the beneficiary.

(2) A single life annuity without a cash refund feature, which is the
actuarial equivalent of the lump sum payable for the life of the
participant.

(3) A 100-percent joint and survivor annuity, which is the actuarial
equivalent of the lump sum payable for the combined lives of the
participant and the beneficiary, with the monthly amount payable to
the participant continuing to the surviving beneficiary upon the
death of the participant. However, if the option beneficiary
predeceases the participant, the annuity without modification for the
option shall be payable to the participant upon notification to the
board and shall commence to accrue to the participant as of the day
following the date of death of the option beneficiary. Notification to
the board shall include proof of death of the option beneficiary.

(4) A 50-percent joint and survivor annuity, which is the actuarial
equivalent of the lump sum payable for the combined lives of the
participant and the beneficiary, with one-half of the monthly amount
payable to the participant continuing to the surviving beneficiary
upon the death of the participant. However, if the option beneficiary
predeceases the participant, the annuity without modification for the
option shall be payable to the participant upon notification to the
board and shall commence to accrue to the participant as of the day
following the date of death of the option beneficiary. Notification to
the board shall include proof of death of the option beneficiary.

(5) A period certain annuity, which is the lump sum payable over
a specified number of years, from a minimum of three years to a
maximum of 10 years but in any event not to exceed the life
expectancy of the participant or the life expectancy of the participant
and the participant’s option beneficiary, until there is no balance
remaining in the participant’s employee account and employer
account.

SEC. 288. Section 26908 of the Education Code is amended to
read:

26908. Upon election of an annuity under this part, the credits in
the participant’s employee account and employer account shall be
transferred to the Annuitant Reserve.
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SEC. 289. Section 26911 of the Education Code is amended to
read:

26911. If a participant who is receiving a disability annuity under
this part becomes reemployed prior to 60 years of age to perform
creditable service subject to coverage by the Cash Balance Benefit
Program or the Defined Benefit Program, the disability annuity shall
be terminated.

SEC. 290. Section 27001 of the Education Code is amended to
read:

27001. Notwithstanding Chapter 3 (commencing with Section
13100) of Part 1 of Division 8 of the Probate Code or any other
provision of law to the contrary, the death benefit payable under the
Cash Balance Benefit Program may be requested by the beneficiary
and paid by the system as soon as practicable after the system
receives proof of the participant’s death. Except as provided in
Section 27302, the death benefit under this part shall be paid no later
than December 31 of the calendar year in which the fifth anniversary
of the participant’s date of death occurs unless the beneficiary is the
participant’s spouse in which case distributions must commence on
or before the later of either of:

(a) December 31 of the calendar year immediately following the
calendar year in which the participant dies.

(b) December 31 of the calendar year in which the participant
would have attained the age of 701/, years.

SEC. 291. Section 27003 of the Education Code is amended to
read:

27003. The normal form of death benefit under this part is a
lump-sum payment. Upon distribution of the lump-sum payment to
the beneficiary, no further benefits shall be payable from the plan
with respect to the Cash Balance Benefit Program.

SEC. 292. Section 27006 of the Education Code is amended to
read:

27006. Upon the beneficiary’s election to receive the death
benefit under this part in the form of an annuity, the credits in the
participant’s employee account and employer account shall be
transferred to the Annuitant Reserve.

SEC. 293. Section 27007 of the Education Code is amended to
read:

27007. (a) If the participant died while receiving an annuity
under this part, the death benefit shall be payable in accordance with
the terms of the annuity elected by the participant.

(b) Upon the death of a participant who elected a single life
annuity with a cash refund feature under this part, any balance
remaining in the participant’s employee account and employer
account shall be payable in a lump sum to the beneficiary.

(c) Upon the death of a participant who elected a single life
annuity without a cash refund feature under this part, no death
benefit shall be payable.
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(d) Upon the death of a participant who elected a joint and
survivor annuity under this part, the annuity shall continue for life
to the surviving beneficiary under the joint and survivor option. If the
beneficiary under the joint and survivor option has predeceased the
participant, no death benefit shall be payable.

(e) Upon the death of a participant who elected a period certain
annuity under this part prior to the completion of annuity payments
due the participant, any balance remaining in the participant’s
employee account and employer account shall be payable in a lump
sum to the beneficiary.

SEC. 294. Section 27008 of the Education Code is amended to
read:

27008. Upon the death of a beneficiary who was receiving an
annuity under this part due to the death of a participant, payment
shall be made as follows:

(a) Upon the death of a beneficiary under a joint and survivor
option, no amount shall be payable.

(b) Upon the death of a beneficiary who elected a single life
annuity without a cash refund feature, no amount shall be payable.

(c) Upon the death of a beneficiary who elected a period certain
annuity prior to the completion of annuity payments due the
beneficiary, any balance remaining in the participant’s employee
account and employer account shall be payable in a lump sum to the
estate of the beneficiary.

SEC. 295. Section 27100 of the Education Code is amended to
read:

27100. A participant may at any time designate or change the
designation of one or more primary beneficiaries and one or more
contingent beneficiaries to receive any lump-sum death benefit that
may be payable under the plan. The beneficiary for the lump-sum
death benefit under this part may be a person, trust, or the estate of
the participant. The beneficiary shall be designated on a form
prescribed by the system that is received in the system’s office in
Sacramento before the participant’s death.

SEC. 296. Section 27101 of the Education Code is amended to
read:

27101. In the event the participant dies without a valid
beneficiary designation on file with the system, any lump-sum death
benefit under this part shall be payable to the estate of the
participant.

SEC. 297. Section 27200 of the Education Code is amended to
read:

27200. Upon termination of all creditable service subject to
coverage by the plan under this part and Part 13 (commencing with
Section 22000) for any reason other than death, disability, or
retirement, a participant may apply for a lump-sum termination
benefit under this part which shall be an amount that is equal to the
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sum of the participant’s employee account and the employer account
as of the date the termination benefit is paid.

SEC. 298. Section 27201 of the Education Code is amended to
read:

27201. (a) All creditable service subject to coverage by the Cash
Balance Benefit Program and all service with the participants’ last
employer or employers that is creditable service under the Defined
Benefit Program shall terminate prior to application for a
termination benefit under this part.

(b) All employers with which the participant is employed to
perform creditable service subject to coverage by the plan shall
certify on a form prescribed by the system that the participant’s
employment has been terminated.

SEC. 299. Section 27202 of the Education Code is amended to
read:

27202. Application for a termination benefit under this part shall
be made on an application form prescribed by the system.

SEC. 300. Section 27203 of the Education Code is amended to
read:

27203. A participant may not apply for a termination benefit
under this part if less than five years have elapsed following the date
the most recent termination benefit was distributed to the
participant.

SEC. 301. Section 27204 of the Education Code is amended to
read:

27204. The termination benefit under this part shall not be
payable before one year has elapsed following the date of termination
of employment. The application for the termination benefit shall be
automatically canceled if the participant performs creditable service
within the year following the date of termination of employment.

SEC. 302. Section 27205 of the Education Code is amended to
read:

27205. A participant may cancel the application for a termination
benefit under this part at any time prior to distribution of the benefit.

SEC. 303. Section 27207 of the Education Code is amended to
read:

27207. Upon distribution of the lump-sum payment to the
participant under this part, no further benefits shall be payable from
the plan under this part.

SEC. 304. Section 27300 of the Education Code is amended to
read:

27300. (a) The plan’s obligations under this part to a participant
or beneficiary who has applied for a benefit cease upon distribution
of the lump-sum benefit.

(b) Deposit in the United States mail of a warrant drawn as
directed by the participant or beneficiary and addressed as directed
by the participant or beneficiary constitutes distribution of the
benefits under this part.
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(c) Deposit in the United States mail of a notice that the requested
electronic funds transfer has been made as directed by the
participant or beneficiary constitutes distribution of the benefits
under this part.

(d) If the participant or beneficiary has elected to transfer all or
a specified portion of the lump-sum benefit that is eligible for direct
trustee-to-trustee transfer to the trustee of an eligible retirement
plan within the meaning of Section 401(a)(31) of Title 26 of the
United States Code, deposit in the United States mail of a notice that
the requested transfer has been made constitutes distribution of the
benefits under this part.

(e) Distribution under subdivision (b), (c), or (d) pursuant to the
board’s determination in good faith of the existence, identity, or other
facts relating to entitlement of persons constitutes a complete
discharge and release of the plan from liability for that payment
under this part.

SEC. 305. Section 27302 of the Education Code is amended to
read:

27302. 1If a benefit payable under this part cannot be distributed
because, after a good faith effort, the participant or beneficiary
cannot be located, the balances in the participant’s employee
account and employer account shall be forfeited by the participant
or beneficiary, but if the participant or beneficiary thereafter submits
a valid claim to the system the employee and employer accounts shall
be reinstated and shall be credited with all applicable interest at the
minimum interest rate and additional earnings credit amounts
attributable to the period during which the forfeiture was in effect.

SEC. 306. Section 27303 of the Education Code is amended to
read:

27303. Any overpayment to a participant or beneficiary under
this part shall be deducted from any subsequent benefit payment that
may be payable under the plan, except as provided in Section 26302.

SEC. 307. Section 27400 of the Education Code is amended to
read:

27400. This chapter establishes the power of a court in a
dissolution of marriage or legal separation action with respect to
community property rights in benefits under this part and defines
the rights of nonparticipant spouses in the Cash Balance Benefit
Program.

SEC. 308. Section 27403 of the Education Code is amended to
read:

27403. The nonparticipant spouse who is awarded separate
nominal accounts pursuant to Section 24702 is not a participant of the
Cash Balance Benefit Program. The nonparticipant spouse is entitled
only to rights and benefits explicitly established by this chapter.

SEC. 309. Section 27404 of the Education Code is amended to
read:
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27404. The nonparticipant spouse is entitled to no benefits or
rights from the separate nominal accounts except as otherwise
provided in this chapter. However, this section shall not be construed
to limit any right arising from the accounts of a nonparticipant with
respect to the Cash Balance Benefit Program which exists because
the nonparticipant spouse is employed to perform creditable service
subject to coverage by the program.

SEC. 309.5. Section 27405 of the Education Code is amended to
read:

27405. Upon the legal separation or dissolution of marriage of a
participant, the court may include in the judgment or court order a
determination of the community property rights of the parties in the
participant’s annuity consistent with this section. Upon election
under subparagraph (E) of paragraph (3) of subdivision (a) of
Section 2610 of the Family Code, the court order awarding the
nonparticipant spouse a community property share in the benefits of
a participant receiving an annuity shall be consistent with this
section.

(a) If the court does not award the entire annuity to the
participant and the participant is receiving an annuity under
paragraph (1) or (2) of subdivision (b) of Section 26807, the court
shall require only that the system pay from the plan to the
nonparticipant spouse, by separate warrant, his or her community
property share of the participant’s annuity, or the option
beneficiary’s annuity or both.

(b) The nonparticipant spouse may designate a beneficiary to
receive his or her community property share of the participant’s
annuity.

SEC. 310. Section 27406 of the Education Code is amended to
read:

27406. The nonparticipant spouse who is awarded separate
nominal accounts with respect to the Cash Balance Benefit Program
shall have the right to a lump-sum distribution of amounts credited
to the account.

(a) The nonparticipant spouse shall file an application on a form
provided by the system to obtain the distribution.

(b) The distribution is effective when the system deposits in the
United States mail a warrant drawn in favor of the nonparticipant
spouse and addressed to the latest address for the nonparticipant
spouse on file with the system. If the nonparticipant spouse has
elected on a form provided by the system to transfer all or a specified
portion of the accounts that are eligible for direct trustee-to-trustee
transfer under Section 401(a)(31) of Title 26 of the United States
Code to the trustee of a qualified plan under Section 402 of Title 26
of the United States Code, deposit in the United States mail of a notice
that the requested transfer has been made constitutes a distribution
of the nonparticipant spouse’s credit balance from the separate
nominal accounts.
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(c) The nonparticipant spouse is deemed to have permanently
waived all rights to an annuity when the distribution becomes
effective.

(d) The nonparticipant spouse may not cancel a distribution after
the distribution is effective.

(e) The nonparticipant spouse shall have no right to elect to
redeposit the distribution after the distribution is effective.

SEC. 311. Section 27407 of the Education Code is amended to
read:

27407. No judgment or court order issued pursuant to this chapter
is binding on the plan with respect to the Cash Balance Benefit
Program until the plan has been joined as a party to the action and
has been served with a certified copy of the judgment or court order.

SEC. 312. Section 27410 of the Education Code is amended to
read:

27410. (a) The nonparticipant spouse who is awarded separate
nominal accounts shall have the right to designate, pursuant to
Sections 27100 to 27102, inclusive, a beneficiary or beneficiaries to
receive the accounts credited to the separate nominal accounts of the
nonparticipant spouse on his or her date of death, and any annuity
attributable to the separate nominal accounts which is unpaid on the
date of the death of the nonparticipant spouse.

(b) This section shall not be construed to provide the
nonparticipant spouse with any right to elect a joint and survivor
annuity pursuant to paragraphs (3) and (4) of subdivision (b) of
Section 26807.

SEC. 313. Section 27411 of the Education Code is amended to
read:

27411. The nonparticipant spouse who is awarded a separate
nominal account under this part shall have the right to an annuity
pursuant to paragraphs (1), (2), or (5) of subdivision (b) of Section
26807.

(a) The nonparticipant spouse shall be eligible for an annuity if
the following conditions are satisfied:

(1) The nonparticipant spouse has at least three thousand five
hundred dollars ($3,500) in his or her separate nominal accounts.

(2) The nonparticipant spouse has attained the age of 55 years or
more.

(b) An annuity of a nonparticipant spouse shall become effective
upon any date designated by the nonparticipant spouse, provided:

(1) The requirements of subdivision (a) are satisfied.

(2) The nonparticipant spouse has filed an application for an
annuity on a form provided by the system, which is executed no
earlier than 90 days before the effective date of the annuity.

SEC. 314. Section 28000 of the Education Code is amended to
read:

28000. (a) The Legislature hereby finds and declares its intent to
preserve and protect the rights of reemployed participants who have
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been absent from a position of employment covered by the Cash
Balance Benefit Program to serve in the uniformed services of the
United States of America in accordance with the Uniformed Services
Employment and Reemployment Rights Act of 1994 (Chapter 43
(commencing with Section 4301) of Title 38 of the United States
Code).

(b) The plan shall comply with Chapter 43 (commencing with
Section 4301) of Title 38 of the United States Code, as that chapter
may be amended from time to time.

(c) The term “service in the uniformed services” means the
performance of duty on a voluntary or involuntary basis in a
uniformed service under competent authority and includes active
duty, active duty for training, initial active duty for training, inactive
duty training, and a period for which a participant is absent from a
position of employment for the purpose of an examination to
determine the fitness of the participant to perform any such duty.

(d) The term ‘“uniformed services” means the Armed Forces of
the United States of America, the Army National Guard and the Air
National Guard when engaged in active duty for training, inactive
duty training, or full-time National Guard duty, the commissioned
corps of the Public Health Service, and any other category of persons
designated by the President in time of war or emergency.

(e) No entitlement of the right to contribute toward credits under
the Cash Balance Benefit Program pursuant to this chapter by the
participant as a result of service in the uniformed services shall
accrue if the participant does not return to employment with the
same employer or employers which employed the participant
immediately prior to the eligible period of service in the uniformed
services as prescribed in Chapter 43 (commencing with Section
4301) of Title 38 of the United States Code.

SEC. 315. Section 28001 of the Education Code is amended to
read:

28001. (a) The participant who returns to employment with the
same employer which had employed the participant immediately
prior to the eligible period of service in the uniformed services, in
accordance with the requirements of Chapter 43 (commencing with
Section 4301) of Title 38 of the United States Code, shall be treated
as not having incurred a break in the performance of creditable
service by reason of that participant’s period or periods of service in
the uniformed services. The length of each period of service in the
uniformed services shall not exceed five years unless otherwise
permitted pursuant to Section 28004. Each period of service in the
uniformed services by the participant shall, upon that participant’s
return to employment with the same employer or employers which
had employed the participant immediately prior to the eligible
period of service in the uniformed services, constitute employment
toward the performance of creditable service provided that
participant elects to remit the employee contributions that would
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have been made during the period of service in the uniformed
services. The remittance of employee contributions shall be
calculated pursuant to Sections 26501 and 28003. In no event shall that
remittance exceed the amount the participant would have been
required to contribute during that period of performance of
creditable service had the participant remained continuously
employed by the last employer and not served in the uniformed
services throughout that period.

(b) Notwithstanding Section 26506, remittance of employee
contributions in accordance with subdivision (a) shall be made by the
employer pursuant to Section 26502 upon the employer’s receipt of
written consent of the participant specifying a schedule of
repayments. That remittance shall commence during the period
beginning with the date of return to employment and may continue
for three times the period of the participant’s eligible period of
service in the uniformed services, not to exceed five years. The plan’s
receipt of the remittance payments to the plan with respect to the
Cash Balance Benefit Program shall be credited pursuant to Chapter
7 of this part. Interest on the payments of remitted employee
contributions made for the period of service in the uniformed
services shall not be credited in the participant’s account until after
such payments are received and only prospectively to the
participant’s account in accordance with Section 26604. Upon receipt
of the remittance payments to the plan, the payments shall be subject
to the same terms and conditions under the program as if the
payments had been employee contributions made by the participant
had the participant not served for a period in the uniformed services.
In no event shall the current year contributions and contributions
made for purposes of purchasing service exceed the maximum
exclusion allowance as set forth in the Internal Revenue Code.

SEC. 316. Section 28002 of the Education Code is amended to
read:

28002. (a) Except as provided in subdivision (b), an employer
reemploying a participant with service subject to the requirements
of Chapter 43 (commencing with Section 4301) of Title 38 of the
United States Code, shall be liable to remit the employer
contributions provided that employer employed the participant
immediately prior to the eligible period of service in the uniformed
services. That remittance shall exclude interest and the contribution
rate by the employer shall be to the same extent as that for
contributions to the Cash Balance Benefit Program for other
employees during the same period. The employer shall, within 30
days of the date of reemployment, provide information as required
by the board, on a form provided by the system, notifying the system
of reemployment. Following receipt of that notice, the system shall
calculate in accordance with Section 28003 the total amount of
employer contributions due for the participant for the full period of
service in the uniformed services. Within 60 working days of
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notification by the plan of amount due, the employer shall remit to
the plan all employer contributions.

(b) The employer shall not be liable for employer contributions
for the period of service in the uniformed services if the participant
elects not to remit the employee contributions for that period
through the employer as required under Section 28001. In the event
the participant does not remit all of the employee contributions
within the prescribed repayment period, the total amount of the
employer contributions shall remain with the plan and credited to
the participant’s employer account with respect to the Cash Balance
Benefit Program.

SEC. 317. Section 28004 of the Education Code is amended to
read:

28004. A participant who is absent from a position of employment
subject to the Cash Balance Benefit Program due to that participant’s
service in the uniformed services, shall not be entitled to obtain the
right to contribute toward credits under the plan in excess of five
years of service in the uniformed services, except for the following
reasons:

(a) The participant is required to serve beyond five years to
complete an initial period of obligated service in the uniformed
services;

(b) The participant was unable to obtain orders releasing the
participant from a period of service in the uniformed services before
the expiration of the five-year period and that inability was through
no fault of the participant;

(c) The participant served in the uniformed services as required
pursuant to Section 270 of Title 10, under Section 502(a) or 503 of
Title 32 of the United States Code, or to fulfill additional training
requirements determined and certified in writing by the Secretary
of Defense, to be necessary for professional development, or for
completion of skill training or retraining; or

(d) The participant is:

(1) Ordered to or retained on active duty under Section 672(a),
672(g), 673, 673b, 673c, or 688 of Title 10 or under Section 331, 332,
359, 360, 367, or 712 of Title 14 of the United States Code.

(2) Ordered to or retained on active duty, other than for training,
under any provision of law during a war or during a national
emergency declared by the President or the Congress.

(3) Ordered to active duty, other than for training, in support, as
determined by the secretary concerned, of an operational mission for
which personnel have been ordered to active duty under Section
673b of Title 10 of the United States Code.

(4) Ordered to active duty in support, as determined by the
secretary concerned, of a critical mission or requirement of the
uniformed services.
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(5) Called into federal service as a participant of the National
Guard under Chapter 15 of Title 10 or under Section 3500 or 8500 of
Title 10 of the United States Code.

SEC. 318. Section 28005 of the Education Code is amended to
read:

28005. A participant’s entitlement to the right to contribute
toward credits under the Cash Balance Benefit Program pursuant to
this chapter by reason of the service in the uniformed services
terminates upon the occurrence of any of the following events:

(a) A separation of the participant from the uniformed service
with a dishonorable or bad conduct discharge.

(b) A separation of the participant from the uniformed service
under other than honorable conditions, as characterized pursuant to
regulations prescribed by the secretary concerned.

(c) A dismissal of the participant permitted under Section 1161(a)
of Title 10 of the United States Code.

(d) A dropping of the participant from the rolls pursuant to
Section 1161(b) of Title 10 of the United States Code.

SEC. 319. Section 28100 of the Education Code is amended to
read:

28100. (a) The employer may discontinue providing the Cash
Balance Plan at anytime in accordance with the terms and conditions
of the employer’s governing board’s formal action to provide the
plan.

(b) The employer shall notify the system of the decision to
discontinue the plan no less than 90 calendar days prior to the
effective date of discontinuance. Such notice shall be submitted on
a form prescribed by the system.

SEC. 320. Section 44929 of the Education Code is amended to
read:

44929. (a) Whenever the governing board of a school district or
a county office of education, by formal action taken prior to January
1, 1999, determines that because of impending curtailment of or
changes in the manner of performing services, the best interests of
the district or county office of education would be served by
encouraging the retirement of certificated employees and that the
retirement will either: result in a net savings to the district or county
office of education; result in a reduction of the number of certificated
employees as a result of declining enrollment; or result in the
retention of certificated employees who are credentialed to teach in
teacher shortage disciplines, including, but not limited to,
mathematics and science, an additional two years of service shall be
credited under the State Teachers’ Retirement Defined Benefit
Program to a certificated employee pursuant to Section 22714 if all
of the following conditions exist:

(1) The employee is credited with five or more years of service
under the State Teachers’ Retirement Defined Benefit Program and
retires during a period of not more than 120 days or less than 60 days,
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commencing no sooner than the effective date of the formal action
of the district or county superintendent of schools that shall specify
the period.

(2) The district or county office of education transmits to the
retirement fund an amount determined by the Teachers’ Retirement
Board that equals the actuarial equivalent of the difference between
the allowance the member receives after the receipt of service credit
under this section and Section 22714 and the amount the member
would have received without the service credit and an amount
determined by the Teachers’ Retirement Board that equals the
actuarial equivalent of the difference between the purchasing power
protection supplemental payment the member receives after receipt
of additional service credit pursuant to this section and the amount
the member would have received without the additional service
credit. The payment for purchasing power shall be deposited in the
Supplemental Benefit Maintenance Account established by Section
22400 and shall be subject to Sections 24414 and 24415. The transfer
to the retirement fund shall be made in a manner, and time period
that shall not exceed four years, that is acceptable to the Teachers’
Retirement Board. The school district or county office of education
shall make the payment with respect to all eligible employees who
retired pursuant to this section and Section 22714.

(3) The district or county office of education transmits to the
retirement fund the administrative costs incurred by the State
Teachers’ Retirement System in implementing this section, as
determined by the Teachers’ Retirement Board.

(4) The governing board of the school district or the county office
of education has considered the availability of teachers to fill the
positions that would be vacated pursuant to this section.

(b) (1) The school district shall demonstrate and certify to the
county superintendent that the formal action taken would result in
either: (A) a net savings to the district; (B) a reduction of the number
of certificated employees as a result of declining enrollment, as
computed pursuant to Section 42238.5; or (C) the retention of
certificated employees who are credentialed to teach in teacher
shortage disciplines.

(2) The county superintendent shall certify to the Teachers’
Retirement Board that a result specified in paragraph (1) can be
demonstrated. The certification shall include, but not be limited to,
the information specified in subdivision (b) of Section 14502. A
district that qualifies under clause (B) of paragraph (1) shall also
certify that it qualifies as a declining enrollment district as computed
pursuant to Section 42238.5.

(3) The school district shall reimburse the county superintendent
for all the costs of the county superintendent that result from the
certification.

(¢) (1) The county office of education shall demonstrate and
certify to the Superintendent of Public Instruction that the formal
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action taken would result in either: (A) a net savings to the county
office of education; (B) a reduction of the number of certificated
employees as a result of declining enrollment; or (C) the retention
of certificated employees who are credentialed to teach in teacher
shortage disciplines.

(2) The Superintendent of Public Instruction shall certify to the
Teachers’ Retirement Board that a result specified in paragraph (1)
can be demonstrated. The certification shall include, but not be
limited to, the information specified in subdivision (b) of Section
14502.

(3) The Superintendent of Public Instruction may request
reimbursement from the county office of education for all
administrative costs that result from the certification.

(d) The service credit made available pursuant to this section shall
be available to all members employed by the school district or county
office of education who meet the conditions set forth in this section.

(e) The amount of service credit shall be two years.

(f) Any employee who retires with service credit granted under
this section and Section 22714 and who subsequently reinstates, shall
forfeit the service credit granted under this section and Section
22714.

(g) This section shall not be applicable to any employee otherwise
eligible if the employee receives any unemployment insurance
payments arising out of employment with an employer subject to
Part 13 (commencing with Section 22000) during a period extending
one year beyond the effective date of the formal action, or if the
employee is not otherwise eligible to retire for service under the
State Teachers’ Retirement Defined Benefit Program.

SEC. 321. Section 87488 of the Education Code is amended to
read:

87488. (a) Whenever the governing board of a community
college district, by formal action taken prior to January 1, 1999,
determines that because of impending curtailment of or changes in
the manner of performing services, the best interests of the district
would be served by encouraging the retirement of academic
employees and that the retirement will either: result in a net savings
to the district; result in a reduction of the number of academic
employees as a result of declining enrollment; or result in the
retention of faculty who are qualified to teach in areas of teacher
shortage, including, but not limited to, mathematics and science, an
additional two years of service shall be credited under the State
Teachers’ Retirement Defined Benefit Program to an academic
employee pursuant to Section 22714 if all of the following conditions
exist:

(1) The employee is credited with five or more years of service
under the State Teachers’ Retirement Defined Benefit Program and
retires during a period not more than 120 days or less than 60 days,
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commencing no sooner than the effective date of the formal action
of the district that shall specify the period.

(2) The governing board transmits to the retirement fund an
amount determined by the Teachers’ Retirement Board that equals
the actuarial equivalent of the difference between the allowance the
member receives after the receipt of service credit under this section
and Section 22714 and the amount the member would have received
without the service credit and an amount determined by the
Teachers’ Retirement Board that equals the actuarial equivalent of
the difference between the purchasing power protection
supplemental payment the member receives after receipt of
additional service credit pursuant to this section and the amount the
member would have received without the additional service credit.
The payment for purchasing power shall be deposited in the
Supplemental Benefit Maintenance Account established by Section
22400 and shall be subject to Sections 24414 and 24415. The transfer
to the retirement fund shall be made in a manner and in a time period
that shall not exceed four years, that is acceptable to the Teachers’
Retirement Board. The community college district shall make the
payment with respect to all eligible employees who retired pursuant
to this section and Section 22714.

(3) The governing board transmits to the retirement fund the
administrative costs incurred by the State Teachers’ Retirement
System in implementing this section, as determined by the Teachers’
Retirement Board.

(4) The governing board of the community college district has
considered the availability of academic employees to fill the positions
that would be vacated pursuant to this section.

(b) (1) The community college district shall demonstrate and
certify to the chancellor’s office that the formal action taken would
result in either: (A) a net savings to the district; (B) a reduction in
the number of academic employees as a result of declining
enrollment, as computed pursuant to subdivision (c) of Section
84701; or (C) the retention of faculty who are qualified to teach in
teacher shortage disciplines.

(2) The chancellor shall certify to the Teachers’ Retirement Board
that the results specified in paragraph (1) can be demonstrated. The
certification shall include, but not be limited to, the information
specified in subdivision (c) of Section 84040.5. A community college
district that qualifies under clause (B) of paragraph (1) shall also
certify that it qualifies as a declining enrollment district as computed
pursuant to subdivision (c) of Section 84701.

(3) The chancellor may request reimbursement from the
community college district for all administrative costs that result
from the certification.

(c) The service credit made available pursuant to this section shall
be available to all members employed by the community college
district who meet the conditions set forth in this section.
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(d) The amount of service credit shall be two years.

(e) Any employee who retires with service credit granted under
this section and Section 22714 and subsequently reinstates, shall
forfeit the service credit granted under this section and Section
22714.

(f) This section shall not be applicable to any employee otherwise
eligible if the employee receives any unemployment insurance
payments arising out of employment with an employer subject to
Part 13 (commencing with Section 22000) during a period extending
one year beyond the effective date of the formal action, or if the
employee is not otherwise eligible to retire for service under the
State Teachers’ Retirement Defined Benefit Program.

SEC. 322. Section 2610 of the Family Code is amended to read:

2610. (a) Except as provided in subdivision (b), the court shall
make whatever orders are necessary or appropriate to ensure that
each party receives the party’s full community property share in any
retirement plan, whether public or private, including all survivor and
death benefits, including, but not limited to, any of the following:

(1) Order the disposition of any retirement benefits payable upon
or after the death of either party in a manner consistent with Section
2550.

(2) Order a party to elect a survivor benefit annuity or other
similar election for the benefit of the other party, as specified by the
court, in any case in which a retirement plan provides for such an
election, provided that no court shall order a retirement plan to
provide increased benefits determined on the basis of actuarial value.

(3) Upon the agreement of the nonemployee spouse, order the
division of accumulated community property contributions and
service credit as provided in the following or similar enactments:

(A) Article 1.2 (commencing with Section 21215) of Chapter 9 of
Part 3 of Division 5 of Title 2 of the Government Code.

(B) Chapter 12 (commencing with Section 22650) of Part 13 of the
Education Code.

(C) Article 8.4 (commencing with Section 31685) of Chapter 3 of
Part 3 of Division 4 of Title 3 of the Government Code.

(D) Article 2.5 (commencing with Section 75050) of Chapter 11
of Title 8 of the Government Code.

(E) Chapter 15 (commencing with Section 27400) of Part 14 of the
Education Code.

(4) Order a retirement plan to make payments directly to a
nonmember party of his or her community property interest in
retirement benefits.

(b) A court shall not make any order that requires a retirement
plan to do either of the following:

(1) Make payments in any manner that will result in an increase
in the amount of benefits provided by the plan.
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(2) Make the payment of benefits to any party at any time before
the member retires, except as provided in paragraph (3) of
subdivision (a), unless the plan so provides.

(c) This section shall not be applied retroactively to payments
made by a retirement plan to any person who retired or died prior
to January 1, 1987, or to payments made to any person who retired
or died prior to June 1, 1988, for plans subject to paragraph (3) of
subdivision (a).

SEC. 323. Section 3543.2 of the Government Code is amended to
read:

3543.2. (a) The scope of representation shall be limited to
matters relating to wages, hours of employment, and other terms and
conditions of employment. “Terms and conditions of employment”
mean health and welfare benefits as defined by Section 53200, leave,
transfer and reassignment policies, safety conditions of employment,
class size, procedures to be used for the evaluation of employees,
organizational security pursuant to Section 3546, procedures for
processing grievances pursuant to Sections 3548.5, 3548.6, 3548.7, and
3548.8, the layoff of probationary certificated school district
employees, pursuant to Section 44959.5 of the Education Code, and
alternative compensation or benefits for employees adversely
affected by pension limitations pursuant to Section 22316 of the
Education Code, to the extent deemed reasonable and without
violating the intent and purposes of Section 415 of the Internal
Revenue Code. In addition, the exclusive representative of
certificated personnel has the right to consult on the definition of
educational objectives, the determination of the content of courses
and curriculum, and the selection of textbooks to the extent such
matters are within the discretion of the public school employer under
the law. All matters not specifically enumerated are reserved to the
public school employer and may not be a subject of meeting and
negotiating, provided that nothing herein may be construed to limit
the right of the public school employer to consult with any employees
or employee organization on any matter outside the scope of
representation.

(b) Notwithstanding Section 44944 of the Education Code, the
public school employer and the exclusive representative shall, upon
request of either party, meet and negotiate regarding causes and
procedures for disciplinary action, other than dismissal, including a
suspension of pay for up to 15 days, affecting certificated employees.
If the public school employer and the exclusive representative do not
reach mutual agreement, then the provisions of Section 44944 of the
Education Code shall apply.

(c) Notwithstanding Section 44955 of the Education Code, the
public school employer and the exclusive representative shall, upon
request of either party, meet and negotiate regarding procedures
and criteria for the layoff of certificated employees for lack of funds.
If the public school employer and the exclusive representative do not
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reach mutual agreement, then the provisions of Section 44955 of the
Education Code shall apply.

(d) Notwithstanding Section 45028 of the Education Code, the
public school employer and the exclusive representative shall, upon
request of either party, meet and negotiate regarding the payment
of additional compensation based upon criteria other than years of
training and years of experience. If the public school employer and
the exclusive representative do not reach mutual agreement, then
the provisions of Section 45028 of the Education Code shall apply.

(e) Pursuant to Section 45028 of the Education Code, the public
school employer and the exclusive representative shall, upon the
request of either party, meet and negotiate a salary schedule based
on criteria other than a uniform allowance for years of training and
years of experience. If the public school employer and the exclusive
representative do not reach mutual agreement, then the provisions
of Section 45028 of the Education Code requiring a salary schedule
based upon a uniform allowance for years of training and years of
experience shall apply. A salary schedule established pursuant to this
subdivision shall not result in the reduction of the salary of any
teacher.

SEC. 324. Section 22009.03 of the Government Code is amended
to read:

22009.03. “Public agency” also includes a school district, a county
superintendent of schools, and a regional occupational center or
program established pursuant to Article 1 (commencing with Section
6500) of Chapter 5 of Division 7 of Title 1, with respect to employees
eligible for membership in the State Teachers” Retirement System.

This section shall become inoperative on July 1, 2004, and, as of
January 1, 2005, is repealed, unless a later enacted statute, which
becomes effective on or before January 1, 2005, deletes or extends the
dates on which it becomes inoperative and is repealed.

SEC. 325. Section 22009.1 of the Government Code is amended
to read:

22009.1. “Retirement system” includes:

(a) A pension, annuity, retirement or similar fund or system
established by a public agency and covering only positions of that
agency.

(b) The Public Employees’ Retirement System with respect only
to employees of the state and employees of the University of
California in positions covered by that system.

(c) The Public Employees’ Retirement System with respect to
employees of all school districts in positions covered under each
contract entered into by a county superintendent of schools and the
system.

(d) The State Teachers’ Retirement System with respect to all
employees in positions subject to coverage under the Defined
Benefit Program system except employees of a public agency having
any employees in positions covered by such system who are also in
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positions covered by a local retirement system for the retirement of
teachers, or for membership in which public school teachers are
eligible, operated by city, city and county, county or other public
agency or combination of public agencies of the state.

(e) The Legislators’ Retirement System with respect to all
employees in positions covered by that system.

(f) The Judges’ Retirement System with respect to all employees
in positions covered by that system.

(g) The University of California Retirement System only with
respect to all employees in positions covered by that system.

(h) The San Francisco City and County Employees’ Retirement
System with respect to all employees in positions covered by that
system.

(i) Any other retirement system with respect only to employees
of any two or more of the public agencies having employees in
positions covered by such system, as designated by the board and
with regard to which the board authorizes conduct of a referendum.

(j) Any retirement system with respect only to employees of a
hospital which is an integral part of a city incorporated between
January 15, 1898 and July 15, 1898 in positions covered by the system,
as designated by the board on request of the city.

(k) Except as otherwise provided in subdivisions (b) through (j)
above, any retirement system with respect to employees of each of
the public agencies having employees in positions covered by the
system.

(/) Each division or part of a retirement system, as defined in
subdivisions (a), (b), (c), (e), (g), (h), (i), (j), (k), and (m) of this
section, which is divided pursuant to this chapter into two parts:

(1) The part composed of the positions of members of such system
who desire coverage under the federal system.

(2) The part composed of the positions of members of such system
who do not desire coverage under the federal system.

(m) The State Teachers’ Retirement System with respect to all
employees of each public agency, as defined by Section 22009.03, in
positions covered by that system. This subdivision shall become
inoperative on July 1, 2004.

SEC. 326. Section 22156 of the Government Code is amended to
read:

22156. (a) A division of the State Teachers’ Retirement System
is hereby authorized by the Legislature to provide Medicare
coverage for employees of a public agency as defined in Section
22009.03, upon the request of the public agency.

(b) The division authorized by subdivision (a) shall be conducted
pursuant to this article.

(c) A member of the State Teachers’ Retirement System on whose
behalf a request is made pursuant to subdivision (a), may elect to be
covered by Medicare, pursuant to Section 218 of the federal Social
Security Act (42 U.S.C. Sec. 418), and applicable federal regulations



[ Ch. 965 ] STATUTES OF 1998 7179

if (1) the member was employed in a position covered by the system
on March 31, 1986, and (2) the member has not since been mandated
into Medicare coverage due to the enactment of Public Law 99-272,
and (3) the member is in a position covered or the member is eligible
to elect to be covered by the retirement system on the date of the
division.

(d) The public agency shall, immediately after the -elections
authorized in subdivision (b) have been made, make application
pursuant to Chapter 2 (commencing with Section 22200) of this part
for Medicare coverage for those members who have elected to
receive Medicare coverage.

(e) The effective date of the coverage may be retroactive a
maximum of five years but not earlier than January 1, 1987.

(f) This section shall become inoperative on July 1, 2004, and, as
of January 1, 2005, is repealed, unless a later enacted statute, which
becomes effective on or before January 1, 2005, deletes or extends the
dates on which it becomes inoperative and is repealed.

SEC. 327. Section 22208 of the Government Code is amended to
read:

22208. With respect to each retirement system coverage group,
the legislative or governing body of every public agency having
employees in positions covered by a retirement system, may, upon
the affirmative vote of a majority of eligible retirement system
employees of the retirement system coverage group at a referendum
conducted in accordance with Article 2 (commencing with Section
22300) of this chapter and the rules and regulations promulgated by
the board pursuant to this part, make formal application to the board
for the inclusion of the employees in each retirement system
coverage group in the agreement. With respect to employees in
positions covered by the retirement system set forth in subdivision
(d) of Section 22009.1, the formal application shall be deemed to be
made, if made prior to July 1, 2004, by the legislative or governing
body of a public agency as defined in Section 22009.03, or if on or after
July 1, 2004, by the Teachers’ Retirement Board.

SEC. 328. Section 22302 of the Government Code is amended to
read:

22302. In the case of employees in positions covered by the
retirement system set forth in subdivision (d) of Section 22009.1, if
prior to July 1, 2004, the legislative or governing body of a public
agency as defined in Section 22009.03, or if on or after July 1, 2004, the
Teachers’ Retirement Board shall conduct the referendum; if the
referendum is authorized by the Legislature.

In the case of employees in positions covered by the retirement
system set forth in subdivision (g) of Section 22009.1 the board shall
authorize the referendum upon the request of the regents of the
University of California and the regents shall conduct the
referendum.
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SEC. 329. Sections 56, 57, 58, 256, 262, 263, 266, 312, and 319 of this
act shall not become operative if SB 2085 of the 1997-98 Regular
Session is enacted prior to this act and amends Sections 22601.5, 22602,
22604, 26301, 26400, 26401, 26504, 27410, and 28100 of the Education
Code, in which case Sections 11, 12, 13, 40, 42, 43, 50, 51, 64, and 66 of
SB 2085 of the 1997-98 Regular Session shall be given effect and
Sections 56, 57, 58, 256, 263, 266, 312, and 319 of this act shall be
repealed on January 1, 1999.

SEC. 330. Section 72.5 of this act shall only become operative if
SB 2126 of the 1997-98 Regular Session is enacted, in which case
Section 72 of this act shall not become operative and shall be repealed
on January 1, 1999. If SB 2126 of the 1997-98 Regular Session is not
enacted, then Section 72.5 shall not become operative and shall be
repealed on January 1, 1999 and Section 72 shall become operative.

SEC. 331. Section 132.5 of this bill incorporates amendments to
Section 23203 of the Education Code proposed by both this bill and
SB 2126. It shall only become operative if (1) both bills are enacted
and become effective on or before January 1, 1999, (2) each bill
amends Section 23203 of the Education Code, and (3) this bill is
enacted after SB 2126, in which case Section 132 of this bill shall not
become operative.

SEC. 332. Section 309.5 of this act shall become operative only if
SB 2085 of the 1997-98 Regular Session is not enacted. If SB 2085 of
the 1997-98 Regular Session is enacted, Section 309.5 shall not
become operative and shall be repealed on January 1, 1999.

CHAPTER 966

An act to amend Section 24202 of, and to add Section 24202.5 to, the
Education Code, relating to the State Teachers’ Retirement System.

[Approved by Governor September 29, 1998. Filed with
Secretary of State September 29, 1998.]

The people of the State of California do enact as follows:

SECTION 1. The Legislature finds and declares that:

(a) The class size reduction program has increased the need for
experienced teachers.

(b) The first bill signed into law during the 1997-98 Regular
Session was Assembly Bill 18 (Chapter 1 of the Statutes of 1997) which
modified the State Teachers’ Retirement Law to encourage
already-retired teachers to return to teach under the class size
reduction program.

(c) The State Teachers’ Retirement Fund is now virtually fully
funded, and in a better position to fund benefit increases without
impact on the General Fund as never before.
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(d) An April 1998 independent study commissioned by the State
Teachers’ Retirement System, “Evaluating Adequacy, Competitive
Position and Suggested Plan Changes” noted that:

(1) The State Teachers’ Retirement System is not competitive
when compared to the retirement systems for teachers in other
western states;

(2) That other teachers’ retirement systems and the Public
Employees’ Retirement System provide larger benefits at age 65; and

(3) That increasing the age factor for teaching after age 60 would
facilitate both teacher retention and making the teaching profession
more attractive to prospective teachers.

In enacting this act, it is the intent of the Legislature to provide a
retirement increase to State Teachers’ Retirement System members
which  will ameliorate the teacher shortage, increase the
attractiveness of teaching in California, provide State Teachers’
Retirement System members with better parity to other public
retirement systems without a cost to the General Fund, and provide
better retirement benefits for teachers who have devoted many
years to the education of children.

SEC. 2. Section 24202 of the Education Code is amended to read:

24202. (a) A member who retires for service after June 30, 1972,
shall receive a retirement allowance consisting of both of the
following:

(1) An annual allowance payable in monthly installments, upon
retirement at normal retirement age but less than age 601/4, equal
to 2 percent of the final compensation for each year of credited
service. If the member’s retirement is effective at less than normal
retirement age and between early retirement age and normal
retirement age, the member’s allowance shall be reduced by one-half
of 1 percent for each full month, or fraction of a month that will elapse
until the member will attain normal retirement age.

(2) An annuity that shall be the actuarial equivalent of the
accumulated annuity deposit contributions standing to the credit of
the member’s account at the time of retirement.

(b) In computing the amounts described in subdivision (a), the
age of the member on the last day of the month in which the
retirement allowance begins to accrue or such later date as provided
in Section 24204 shall be used.

(c) The amendments to this section during the 1997-98 Regular
Session of the Legislature shall not apply to state employees.

SEC. 3. Section 24202.5 is added to the Education Code, to read:

24202.5. (a) A member who retires for service on or after
January 1, 1999, shall receive a retirement allowance consisting of all
of the following:

(1) An annual allowance payable in monthly installments, upon
retirement equal to the percentage of the final compensation set
forth opposite the member’s age at retirement in the following table
multiplied by each year of credited service:
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Age at Retirement Percentage
00 © e 2.00
60 Ys o 2.033
60 Yo o 2.067
603/4 i 2.10
1y 2.133
61y 2.167
611 2.20
6134 oo 2.233
02 2.267
624 2.30
621 2333
6234 2.367
63andover .......... ... .. ... 2.40

(2) If the member’s retirement is effective at less than normal
retirement age and between early retirement age and normal
retirement age, the member’s allowance shall be reduced by one-half
of 1 percent for each full month, or fraction of a month that will elapse
until the member will attain normal retirement age.

(3) An annuity that shall be the actuarial equivalent of the
accumulated annuity deposit contributions standing to the credit of
the member’s account at the time of retirement.

(b) In computing the amounts described in subdivision (a), the
age of the member on the last day of the month in which the
retirement allowance begins to accrue or the later date as provided
in Section 24204 shall be used.

SEC. 4. It is the intent of the Legislature that the benefit
improvements enacted by this act be funded pursuant to the
amendments to Section 22955 proposed by Assembly Bill 2804 of the
1997-98 Regular Session unless provided otherwise.

SEC. 5. This bill shall become operative only if Assembly Bill 1102,
Assembly Bill 2804, and Senate Bill 1528 are all also enacted and
become operative.

CHAPTER 967

An act to amend Sections 22951 and 22955 of, and to repeal Section
22952 of, the Education Code, relating to public retirement systems,
making an appropriation therefor, and declaring the urgency
thereof, to take effect immediately.

[Approved by Governor September 29, 1998. Filed with
Secretary of State September 29, 1998.]
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The people of the State of California do enact as follows:

SECTION 1. (a) The Legislature finds and declares that:

(1) There have been many recent research studies which indicate
that in future years California will face a significant shortage of
qualified teachers.

(2) It is in the best public policy interest of the people of California
that the Legislature act aggressively to insure that the conditions of
employment for teachers are conducive to the growth of the work
force.

(3) A substantive and sound retirement plan is a critical aspect of
creating a stable and secure employment environment for the
teaching profession.

(4) Since its inception the State Teachers’ Retirement System has
been in an underfunded status. While the State Teachers’ Retirement
System has been underfunded, there have been no significant
increases in retirement benefits for teachers. Instead, teachers and
other interested parties have worked in a collaborative effort with
the Legislature to ensure that the system become fully funded.

(5) Pursuant to Section 22955 of the Education Code, the
Legislature has required the General Fund to contribute 4.3 percent
of prior year teacher payroll to be deposited in the Teachers’
Retirement Fund for the purpose of accomplishing full funding of the
State Teachers’ Retirement System.

(6) A recent study by the State Teachers’ Retirement System
revealed that retirement benefits for California teachers lag behind
those of other states.

(7) The most recent valuation by the State Teachers’ Retirement
System has indicated that the system is approaching full-funding and
should reach that goal within the next three years.

(8) It is therefore appropriate that the Legislature continue to
provide the funding designated by Section 22955 of the Education
Code to improve benefits for the past, present, and future members
of the State Teachers’ Retirement System to ensure the proper
growth and stability of the teaching work force in the State of
California.

(b) Inenacting this act, it is the intent of the Legislature to:

(1) Provide California teachers with retirement benefits which
are competitive with other states.

(2) Provide a final compensation benefit which best reflects the
highest earnings of State Teachers’ Retirement System members and
is commensurate with the benefit which is predominantly applicable
to other public employees in the State of California.

(3) Provide a cost-of-living adjustment that is compounded
annually.

(4) Provide appropriate early retirement incentives which allow
work force flexibility for school districts and options for teachers who
desire to leave the profession early.
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(5) Ensure that teachers who have devoted their lives to the
education of the children of California receive health benefits upon
retirement.

(6) Provide retirement options which encourage mature and
experienced teaching professionals to continue their careers after
normal retirement age.

SEC. 2. Section 22951 of the Education Code is amended to read:

22951. In addition to any other contributions required by this
part, employers shall, on account of liability for benefits pursuant to
Section 22717, contribute monthly to the Teachers’ Retirement Fund
0.25 percent of the creditable compensation upon which members’
contributions are based.

SEC. 3. Section 22952 of the Education Code is repealed.

SEC. 4. Section 22955 of the Education Code is amended to read:

22955. (a) Notwithstanding Section 13340 of the Government
Code, commencing July 1, 1999, a continuous appropriation is hereby
annually made from the General Fund to the Controller, pursuant to
this section, for transfer to the Teachers’ Retirement Fund. The total
amount of the appropriation for each year shall be equal to 3.102
percent of the total of the creditable compensation of the
immediately preceding calendar year upon which members’
contributions are based, to be calculated annually on October 1, and
shall be divided into four equal quarterly payments.

(b) Notwithstanding Section 13340 of the Government Code,
commencing October 1, 1998, a continuous appropriation, in addition
to the appropriation made by subdivision (a), is hereby annually
made from the General Fund to the Controller for transfer to the
Teachers’ Retirement Fund. The total amount of the appropriation
for each year shall be equal to 0.524 percent of the total of the
creditable compensation of the immediately preceding calendar
year upon which members’ contributions are based, to be calculated
annually on October 1, and shall be divided into four equal quarterly
payments. The percentage shall be adjusted to reflect the
contribution required to fund the normal cost deficit or the unfunded
obligation as determined by the board based wupon a
recommendation from its actuary. If a rate increase is required, the
adjustment may be for no more than 0.25 percent per year and in no
case may the transfer made pursuant to this subdivision exceed 1.505
percent of the total of the creditable compensation of the
immediately preceding calendar year upon which members’
contributions are based. At any time when there is neither an
unfunded obligation nor a normal cost deficit, the percentage shall
be reduced to zero.

The funds transferred pursuant to this subdivision shall first be
applied to eliminating on or before June 30, 2027, the unfunded
actuarial liability in the fund identified in the actuarial valuation as
of June 30, 1997.
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(c) For the purposes of this section, the term “normal cost deficit”
means the difference between the normal cost rate as determined in
the actuarial valuation required by Section 22226 and the total of the
member contribution rate required under Section 22804 and the
employer contribution rate required under Section 23400, and shall
exclude (1) the portion for unused sick leave service granted
pursuant to Section 22719, and (2) the cost of benefit increases which
occur after July 1, 1990. The contribution rates prescribed in Section
22804 and Section 23400 on July 1, 1990, shall be utilized to make the
calculations. The normal cost deficit shall then be multiplied by the
total of the creditable compensation upon which member
contributions are based to determine the dollar amount of the normal
cost deficit for the year.

(d) Pursuant to Section 22001 and the case law, the members are
entitled to a financially sound retirement system. It is the intent of
the Legislature that this section shall provide the retirement fund
stable and full funding over the long term.

(e) This section continues in effect but in a somewhat different
form, fully performs, and does not in any way unreasonably impair,
the contractual obligations determined by the court in California
Teachers’ Association v. Cory, 155 Cal. App. 3d 494.

(f) Subdivision (b) shall not be construed to be applicable to any
unfunded liability resulting from any benefit increase or change in
contribution rate that occurs after July 1, 1990.

(g) The amendments to this section during the 1991-92 Regular
Session shall be construed and implemented to be in conformity with
the judicial intent expressed by the court in California Teachers’
Association v. Cory, 155 Cal. App. 3d 494.

SEC. 5. This act shall become operative only if Assembly Bill 1102,
Assembly Bill 1150, and Senate Bill 1528 of the 1997-98 Regular
Session of the Legislature are all enacted and become operative.

SEC. 6. This act is an urgency statute necessary for the immediate
preservation of the public peace, health, or safety within the meaning
of Article IV of the Constitution and shall go into immediate effect.
The facts constituting the necessity are:

In order for enhanced retirement benefits to be available to
members of the State Teachers’ Retirement System at the
commencement of the school year, this act must take effect
immediately.

CHAPTER 968

An act to add Section 22226 to the Education Code, relating to the
State Teachers’ Retirement System, and making an appropriation
therefor.
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[Approved by Governor September 29, 1998. Filed with
Secretary of State September 29, 1998.]

The people of the State of California do enact as follows:

SECTION 1. Section 22226 is added to the Education Code, to
read:

22226. (a) The board shall conduct a study on providing health
insurance benefits, including vision and dental care benefits, for
active, disabled, and retired members, beneficiaries, children, and
dependent parents. The health insurance may include vision and
dental care.

(b) The study shall include, but not be limited to, assessing the lack
of access of health insurance benefits for retired teachers and shall
evaluate the following:

(1) The demand for health insurance benefits.

(2) The integration of health insurance benefits and Medicare
coverage.

(3) The manner in which health insurance benefits would be
administered and provided.

(c) There is hereby appropriated from the Teachers’ Retirement
Fund to the State Teachers’ Retirement Board the sum of two
hundred thousand dollars ($200,000) conduct a study for the
purposes identified in this section. If this study results in the
implementation of health insurance benefits as described in
subdivision (a), the State Teachers’ Retirement Board shall
reimburse the sum of two hundred thousand dollars ($200,000) to the
Teachers’ Retirement Fund from administrative fees charged to
recipients of the health insurance benefits.

CHAPTER 969

An act to amend Sections 6125, 6126, 6127, 6128, and 6129 of, and
to add Sections 5066, 6126.1, and 6126.2 to, the Penal Code, relating
to the office of the Inspector General, and making an appropriation
therefor.

[Approved by Governor September 29, 1998. Filed with
Secretary of State September 29, 1998.]

The people of the State of California do enact as follows:

SECTION 1. Section 5066 is added to the Penal Code, to read:

5066. The Director of Corrections shall expand the existing prison
ombudsman program to ensure the comprehensive deployment of
ombudsmen throughout the state prison system with specific focus
on the maximum security institutions. The director shall submit a
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report to the chairs of the appropriate fiscal and policy committees
on the Legislature by February 1, 1999, outlining the plans for
implementation of this section.

SEC. 2. Section 6125 of the Penal Code is amended to read:

6125. There is hereby created the independent office of the
Inspector General, which shall not be a subdivision of any other
governmental entity. The Governor shall appoint the Inspector
General, subject to Senate confirmation of that appointment.

SEC. 3. Section 6126 of the Penal Code is amended to read:

6126. (a) Inspector General shall be responsible for reviewing
departmental policy and procedures for conducting investigations
and audits of investigatory practices and other audits and
investigations of the Department of Corrections, the Department of
the Youth Authority, the Board of Prison Terms, the Youthful
Offender Parole Board, or the Board of Corrections, as requested by
either the Secretary of the Youth and Adult Correctional Agency or
a Member of the Legislature, pursuant to the approval of the
Inspector General under policies to be developed by the Inspector
General.

(b) Upon completion of an investigation or audit, the Inspector
General shall provide a response to the requester.

(c) In the accomplishment of investigatory audits, the Inspector
General shall also identify areas of full and partial compliance, and
noncompliance, with departmental investigatory policies and
procedures, specify  deficiencies in  the completion and
documentation of investigatory processes, and recommend
corrective actions, including, but not limited to, additional training
with respect to investigative policies.

SEC. 4. Section 6126.1 is added to the Penal Code, to read:

6126.1. (a) In consultation with the Commission on Correctional
Peace Officer Standards and Training and the Inspector General, the
Youth and Adult Correctional Agency shall establish a certification
program for investigators under the jurisdiction of the Inspector
General, the Youth and Adult Correctional Agency, the Department
of the Youth Authority, the Department of Corrections, the Board of
Corrections, the Youthful Offender Parole Board, and the Board of
Prison Terms. The investigators’ training course shall be consistent
with the standard courses utilized by other major investigative
offices, such as county sheriff and city police departments and the
California Highway Patrol.

(b) Beginning January 1, 1999, all internal affairs investigators
conducting investigations for the office of the Inspector General, the
Youth and Adult Correctional Agency, the Department of the Youth
Authority, the Department of Corrections, the Board of Corrections,
the Youthful Offender Parole Board, and the Board of Prison Terms
shall complete the investigation training and be certified within six
months of employment.
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(c) Beginning January 1, 1999, all internal affairs investigators
shall successfully pass a psychological screening exam before
becoming employed with the office of the Inspector General, the
Youth and Adult Correctional Agency, the Department of the Youth
Authority, the Department of Corrections, the Board of Corrections,
the Youthful Offender Parole Board, or the Board of Prison Terms.

SEC.5. Section 6126.2 is added to the Penal Code, to read:

6126.2. The Inspector General, the Youth and Adult Correctional
Agency, the Department of the Youth Authority, the Department of
Corrections, the Board of Corrections, the Youthful Offender Parole
Board, and the Board of Prison Terms shall not hire as an internal
affairs investigator any person known to be directly or indirectly
involved in an open internal affairs investigation being conducted by
any federal, state, or local law enforcement agency or the Inspector
General.

SEC. 6. Section 6127 of the Penal Code is amended to read:

6127. (a) The Department of Corrections, the Department of
the Youth Authority, the Board of Prison Terms, the Youthful
Offender Parole Board,the Board of Corrections, the Narcotic Addict
Evaluation Authority, the Prison Industry Authority, and the Youth
and Adult Correctional Agency shall comply with all requests of the
Inspector General for any document or record contained on any
medium. The Inspector General shall be deemed to be a department
head for the purpose of Section 11189 of the Government Code in
connection with any investigation or audit conducted pursuant to
this chapter.

(b) The Inspector General may require any employee of either
department to be interviewed on a confidential basis. Any employee
so requested shall comply and shall have time afforded by the
appointing authority for the purpose of an interview with the
Inspector General or his or her designee. Any record created by an
interview shall be deemed confidential for use by the Inspector
General and the Secretary of the Youth and Adult Correctional
Agency only. It is not the purpose of these communications to address
disciplinary action or grievance procedures that may routinely occur.

SEC. 7. Section 6128 of the Penal Code is amended to read:

6128. (a) The office of the Inspector General may receive
communications from any individual, including those employed by
any department, board, or authority who believes he or she may have
information that may describe a variance from departmental
investigatory policies and procedures. The identity of the person
providing the information shall be held as confidential by the
Inspector General and may be disclosed only to the secretary or the
Governor, or the appropriate director or chair, in confidence or a law
enforcement agency in the furtherance of their duties. It is not the
purpose of these communications to redress any single disciplinary
action or grievance that may routinely occur.
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(b) In order to properly respond to any allegation of improper
governmental activity, the Inspector General shall establish a
toll-free public telephone number for the purpose of identifying any
alleged wrongdoing by an employee of any public safety department,
board, or authority. This telephone number shall be posted
throughout all state public safety departments, boards, and
authorities in clear view of all employees and the public. When
appropriate, the Inspector General shall initiate an investigation or
audit of any alleged wrongdoing. However, any request to conduct
an investigation shall be in writing. The request shall be confidential
and is not subject to disclosure under the Public Records Act
(Chapter 3.5 (commencing with Section 6250) of Division 7 of Title
1 of the Government Code).

(c) The identity of the person providing the information that
initiated the investigation shall not be disclosed without the person’s
written permission, except to a law enforcement agency in the
furtherance of its duties.

SEC. 8. Section 6129 of the Penal Code is amended to read:

6129. (a) Any state employee at any rank and file, supervisory,
or managerial level who intentionally engages in acts of reprisal,
retaliation, threats, coercion, or similar acts against an employee of
either department for having disclosed what the employee, in good
faith, believed to be improper activities shall be disciplined by
adverse action as provided in Section 19572 of the Government Code.
If no adverse action is instituted by the appointing power, the State
Personnel Board shall invoke adverse action as provided in Section
19583.5 of the Government Code.

(b) In addition to all other penalties provided by law, any state
employee at any rank and file, supervisory, or managerial level who
intentionally engages in acts of reprisal, retaliation, threats, coercion,
or similar acts against an employee of either department for having
disclosed what the employee, in good faith, believed to be improper
activities shall be liable in an action for damages brought against him
or her by the injured party. Punitive damages may be awarded by the
court if the acts of the offending party are proven to be malicious. If
reliability has been established, the injured party also shall be entitled
to reasonable attorney’s fees as provided by law.

(c) The Inspector General, the Youth and Adult Correctional
Agency, the Department of the Youth Authority, the Department of
Corrections, the Board of Corrections, the Youthful Offender Parole
Board, and the Board of Prison Terms shall refer matters involving
criminal conduct to the proper law enforcement authorities in the
appropriate jurisdiction for further action. The entity making a
referral to the local district attorney shall also notify the Attorney
General of the action. If the local district attorney refuses to accept
the case, he or she shall notify the referring entity who shall
subsequently refer the matter to the Attorney General. If the local
district attorney has not acted on the matter, the referring entity shall



7190 STATUTES OF 1998 [ Ch. 970 ]

notify the Attorney General. It is the intent of the Legislature that the
Department of Justice avoid any conflict of interest in representing
the State of California in any civil litigation that may arise in a case
in which an investigation has been or is currently being conducted
by the Bureau of Investigation by contracting when necessary for
private counsel.

SEC. 9. Notwithstanding any other provision of law, the
Controller, at the request of the Department of Finance, shall
transfer positions and funds from the Youth and Adult Correctional
Agency, Item 0550-001-0001 of the Budget Act of 1998, to the
Department of Corrections and the Department of the Youth
Authority for internal affairs operations.

SEC. 10. All funds appropriated and positions created for support
of the office of the Inspector General in Item 0550-001-0001 of the
Budget Act of 1998 shall be transferred upon approval of the
Department of Finance to the office of the Inspector General as
established pursuant to Section 1 of this act.

SEC. 11. Notwithstanding any provision of law, the Department
of Corrections, the Department of the Youth Authority, and the
office of the Inspector General shall submit a deficiency request to
the Department of Finance pursuant to Section 27 of the Budget Act
of 1998.

CHAPTER 970

An act to amend Sections 130, 472.5, 2639, 2640, 2655.11, 2655.91,
2661.7, 2665, 2688, 2760.1, 2762, 2984, 3452, 6980.28, 7215.6, 7410, 7411,
7413, 7417, 7503.14, 7558.5, 7560, 7582.26, 7585.20, 7586.2, 7586.5, 7587.8,
7593.12, 7598.7, 7602, 7606, 7607, 7608, 7610, 7616.2, 7618, 7619.2, 7621,
7625, 7626, 7626.5, 7628, 7629, 7631, 7632, 7634, 7635, 7640, 7641, 7642,
7643, 7646, 7647, 7647.5, 7650, 7661, 7662, 7664, 7665, 7666, 7667, 7668,
7669, 7670, 7685.2, 7685.3, 7686, 7686.5, 7687, 7690, 7693, 7696, 7697,
7700, 7701, 7702, 7704, 7706, 7708, 7709, 7711, 7715, 7718.5, 7725, 7725.2,
7725.5, 7727, 7735, 7737.3, 7737.5, 7740, 7740.5, 8556, 9604, 9605, 9630,
9631, 9650, 9650.1, 9650.2, 9650.3, 9650.4, 9651, 9652, 9652.1, 9653, 9654,
9655, 9656, 9656.1, 9656.2, 9656.3, 9656.4, 9656.5, 9657, 9658, 9659, 9662,
9675, 9676, 9677, 9678, 9679, 9680, 9681, 9682, 9683, 9684, 9686, 9700,
9700.5, 9700.6, 9701, 9702.1, 9702.2, 9702.5, 9703, 9704, 9705, 9709, 9710,
9711, 9712, 9713, 9714, 9715, 9716, 9717, 9718, 9719, 9720, 9726, 9727,
9727.1,9727.2, 9728, 9729, 9730, 9731, 9735, 9736, 9737, 9740, 9741, 9742,
9746, 9749.5, 9751, 9752, 9753, 9754, 9755, 9756, 9758, 9759, 9760, 9761,
9762, 9763, 9764, 9765, 9766, 9767, 9769, 9780, 9781, 9782, 9783, 9784,
9785, 9786, 9787, 9789, 9880.2, 9884, 9884.3, 9886.2, and 9889.8 of, to
amend the heading of Article 2 (commencing with Section 7615) of
Chapter 12 of Division 3 of, to add Sections 142, 7601, 9625, 9656.45,
and 9884.5 to, to repeal Sections 7412, 7431.5, 7603, 7604, 7605, 7607.5,
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7663, 7687.5, 9626, 9626.5, 9627, 9628, 9629, 9630.5, and 18740 of, to
repeal Article 10 (commencing with Section 9889.30) of Chapter 20.3
of Division 3 of, and to repeal and add Section 9603 of, the Business
and Professions Code, and to amend Section 15633.5 of the Welfare
and Institutions Code, relating to professions and vocations.

[Approved by Governor September 29, 1998. Filed with
Secretary of State September 29, 1998.]

The people of the State of California do enact as follows:

SECTION 1. Section 130 of the Business and Professions Code is
amended to read:

130. (a) Notwithstanding any other provision of law, the term of
office of any member of an agency designated in subdivision (b) shall
be for a term of four years expiring on June 1.

(b) Subdivision (a) applies to the following boards or committees:

(1) Medical Board of California.

(2) California Board of Podiatric Medicine.

(3) Physical Therapy Examining Committee.

(4) Board of Registered Nursing.

(5) Board of Vocational Nursing and Psychiatric Technicians.

(6) State Board of Optometry.

(7) California State Board of Pharmacy.

(8) Veterinary Medical Board.

(9) California Board of Architectural Examiners.

(10) California State Board of Landscape Architects.

(11) State Board of Barbering and Cosmetology.

(12) Board for Professional Engineers and Land Surveyors.

(13) Contractors’ State License Board.

(14) State Board of Guide Dogs for the Blind.

(15) Funeral Directors and Embalmers Program.

(16) Board of Behavioral Science Examiners.

(17) Structural Pest Control Board.

(18) Cemetery Program.

(19) Bureau of Electronic and Appliance Repair Advisory Board.

(20) Court Reporters Board of California.

(21) State Board of Registration for Geologists and Geophysicists.

(22) State Athletic Commission.

(23) Osteopathic Medical Board of California.

(24) The Respiratory Care Board of California.

(25) The Acupuncture Examining Committee.

(26) The Board of Psychology.

SEC. 2. Section 142 is added to the Business and Professions Code,
to read:

142. This section shall apply to the bureaus and programs under
the direct authority of the director, and to any board that, with the
prior approval of the director, elects to have the department
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administer one or more of the licensing services set forth in this
section.

(a) Notwithstanding any other provision of law, each bureau and
program may synchronize the renewal dates of licenses granted to
applicants with more than one license issued by the bureau or
program. To the extent practicable, fees shall be prorated or adjusted
so that no applicant shall be required to pay a greater or lesser fee
than he or she would have been required to pay if the change in
renewal dates had not occurred.

(b) Notwithstanding any other provision of law, the abandonment
date for an application that has been returned to the applicant as
incomplete shall be 12 months from the date of returning the
application.

(c) Notwithstanding any other provision of law, a delinquency,
penalty, or late fee shall be assessed if the renewal fee is not
postmarked by the renewal expiration date.

SEC. 3. Section 472.5 of the Business and Professions Code is
amended to read:

472.5. The New Motor Vehicle Board in the Department of Motor
Vehicles shall, in accordance with the procedures prescribed in this
section, administer the collection of fees for the purposes of fully
funding the administration of this chapter.

(a) Fees collected pursuant to this section shall be deposited in the
Certification Account in the Consumer Affairs Fund and shall be
available, upon appropriation by the Legislature, exclusively to pay
the expenses incurred by the department in administering this
chapter and to pay the New Motor Vehicle Board as provided in
Section 3016 of the Vehicle Code. If, at the conclusion of any fiscal
year, the amount of fees collected exceeds the amount of
expenditures for that purpose during that fiscal year, the surplus in
the Certification Account shall be carried over into the succeeding
fiscal year.

(b) Beginning July 1, 1988, and on or before May 1 of each calendar
year thereafter, every manufacturer shall file with the New Motor
Vehicle Board a statement of the number of motor vehicles sold,
leased, or otherwise distributed by or for the manufacturer in this
state during the preceding calendar year, and shall, upon written
notice delivered to the manufacturer by certified mail, return receipt
requested, pay to the New Motor Vehicle Board a fee, not to exceed
one dollar ($1) for each motor vehicle sold, leased, or distributed by
or for the manufacturer in this state during the preceding calendar
year. The total fee paid by each manufacturer shall be rounded to the
nearest dollar in the manner described in Section 9559 of the Vehicle
Code. Not more than one dollar ($1) shall be charged, collected, or
received from any one or more manufacturers pursuant to this
subdivision with respect to the same motor vehicle.

(c) (1) The fee required by subdivision (b) is due and payable not
later than 30 days after the manufacturer has received notice of the
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amount due and is delinquent after that time. A penalty of 10 percent
of the amount delinquent shall be added to that amount, if the
delinquency continues for more than 30 days.

(2) If a manufacturer fails to file the statement required by
subdivision (b) by the date specified, the New Motor Vehicle Board
shall assess the amount due from the manufacturer by using as the
number of motor vehicles sold, leased, or otherwise distributed by or
for the manufacturer in this state during the preceding calendar year
the total number of new registrations of all motor vehicles sold,
leased, or otherwise distributed by or for the manufacturer during
the preceding calendar year.

(d) On or before February 1 of each year, the department shall
notify the New Motor Vehicle Board of the dollar amount necessary
to fully fund the program established by this chapter during the
following fiscal year. The New Motor Vehicle Board shall use this
information in calculating the amounts of the fees to be collected
from manufacturers pursuant to this section.

(e) For purposes of this section, “motor vehicle” means a new
passenger or commercial motor vehicle of a kind that is required to
be registered under the Vehicle Code, but the term does not include
a motorcycle, a motor home, or any vehicle whose gross weight
exceeds 10,000 pounds.

(f) The New Motor Vehicle Board may adopt regulations to
implement this section. The regulations shall include, at a minimum,
a formula for calculating the fee, established pursuant to subdivision
(b), for each motor vehicle and the total amount of fees to be
collected from each manufacturer.

(g) Any revenues already received by the Arbitration
Certification Program and deposited in the Vehicle Inspection and
Repair Fund for the 1991-92 fiscal year that have not yet been spent
shall be deposited into the Certification Account in the Consumer
Affairs Fund.

SEC. 4. Section 2639 of the Business and Professions Code is
amended to read:

2639. Every graduate of an approved physical therapist
education program who has filed a complete application for licensure
with the board for the first time may, following receipt of a letter of
authorization to perform as a “physical therapist license applicant,”
perform as a physical therapist under the direct and immediate
supervision of a physical therapist licensed in this state pending the
results of the first licensing examination administered for which he
or she is eligible following graduation from an approved physical
therapist education program. During this period the applicant shall
identify himself or herself only as a “physical therapist license
applicant.” If the applicant passes the examination, the physical
therapist license applicant status shall remain in effect until a regular
renewable license is issued, or licensure is denied, by the board. If the
applicant fails the licensing examination, or if he or she passes the
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examination but licensure is denied, the applicant shall be prohibited
from performing as a physical therapist license applicant at any time
in the future.

A person shall not be considered a graduate unless he or she has
successfully completed all the clinical training and internships
required for graduation from the program.

If the applicant fails to take the next succeeding examination
without due cause or fails to pass the examination or receive a license,
all privileges under this section shall terminate upon notice by
certified mail, return receipt requested. An applicant may only
qualify once to perform as a physical therapist license applicant.

SEC. 5. Section 2640 of the Business and Professions Code is
amended to read:

2640. (a) If the board uses computer administered testing for the
administration of the licensing examination, this section shall apply
and Section 2639 shall not apply.

(b) Every graduate of an approved physical therapist education
program who has filed a complete application for licensure with the
board for the first time may, following receipt of a letter of
authorization to take the licensing examination and perform as a
“physical therapist license applicant,” perform as a physical therapist
under the direct and immediate supervision of a physical therapist
licensed in this state, for 90 days pending the results of the first
licensing examination administered. During this period, the
applicant shall identify himself or herself only as a “physical therapist
license applicant.” If the applicant passes the examination, the
physical therapist license applicant status shall remain in effect until
a regular renewable license is issued, or licensure is denied, by the
board.

(c) A person shall not be considered a graduate unless he or she
has successfully completed all the clinical training and internships
required for graduation from the program.

(d) If the applicant fails to take the examination within 90 days or
fails to pass the examination or receive a license, all privileges under
this section shall terminate. An applicant may only qualify once to
perform as a physical therapist license applicant.

SEC. 6. Section 2655.11 of the Business and Professions Code is
amended to read:

2655.11. A person holding an approval as a physical therapist
assistant issued by the board may use the title “physical therapist
assistant” or “physical therapy assistant” or the letters “PT.A.” or any
other words, letters, or figures that indicate that the person is an
approved physical therapist assistant. No other person shall be so
designated or shall use the term “physical therapist assistant” or
“PT.A.” The approval as a physical therapist assistant shall not
authorize the use of the prefix “L.PT.,” “R.PT,” “PT.,” or “Dr.” or
the title “physical therapist,” “doctor,” or any suffix or affix indicating
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or implying that the physical therapist assistant is a physical therapist
or a doctor.

SEC. 7. Section 2655.91 of the Business and Professions Code is
amended to read:

2655.91. Every graduate of an approved physical therapist
assistant education program who has filed a complete physical
therapist assistant application with the board for the first time may,
following receipt of a letter of authorization to perform as a “physical
therapist assistant applicant” from the board, assist in the provision
of physical therapy under the direct and immediate supervision of a
licensed physical therapist pending the results of the first
examination administered for which he or she is eligible following
graduation from an approved physical therapist assistant education
program. If the applicant passes the examination, the physical
therapist assistant applicant status shall remain in effect until a
regular renewable approval is issued, or approval is denied, by the
board. If the applicant fails the examination, or if he or she passes the
examination but approval is denied, the applicant shall be prohibited
from performing as a physical therapist assistant applicant at any
time in the future.

During this period the applicant shall identify himself or herself
only as a “physical therapist assistant applicant.”

If a person assisting in the provision of physical therapy pursuant
to this section fails to take the next succeeding examination without
due cause or fails to pass the examination or receive approval, all
privileges under this section shall terminate upon notice by certified
mail, return receipt requested. An applicant may only qualify once
to perform as a physical therapist assistant applicant.

A student is not eligible to work as a physical therapist assistant
applicant until successful completion of the clinical experience
required for graduation from the program.

SEC. 8. Section 2661.7 of the Business and Professions Code is
amended to read:

2661.7. (a) A person whose license or approval has been revoked
or suspended, or who has been placed on probation, may petition the
Physical Therapy Board of California for reinstatement or
modification of penalty, including modification or termination of
probation, after a period of not less than the following minimum
periods has elapsed from the effective date of the decision ordering
that disciplinary action:

(1) At least three years for reinstatement of a license or approval
revoked for unprofessional conduct, except that the board may, for
good cause shown, specify in a revocation order that a petition for
reinstatement may be filed after two years.

(2) At least two years for early termination of probation of three
years or more.
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(3) At least one year for modification of a condition, or
reinstatement of a license or approval revoked for mental or physical
illness, or termination of probation of less than three years.

(b) The petition shall state any facts as may be required by the
board. The petition shall be accompanied by at least two verified
recommendations from physical therapists licensed by the board who
have personal knowledge of the activities of the petitioner since the
disciplinary penalty was imposed.

(c) The petition may be heard by the board. The board may assign
the petition to an administrative law judge designated in Section
11371 of the Government Code. After a hearing on the petition, the
administrative law judge shall provide a proposed decision to the
committee that shall be acted upon in accordance with the
Administrative Procedure Act.

(d) The board or the administrative law judge hearing the
petition, may consider all activities of the petitioner since the
disciplinary action was taken, the offense for which the petitioner
was disciplined, the petitioner’s activities during the time the license
was in good standing, and the petitioner’s rehabilitative efforts,
general reputation for truth, and professional ability. The hearing
may be continued, as the administrative law judge designated in
Section 11371 of the Government Code finds necessary.

(e) The administrative law judge designated in Section 11371 of
the Government Code when hearing a petition for reinstating a
license or approval, or modifying a penalty, may recommend the
imposition of any terms and conditions deemed necessary.

(f) No petition shall be considered while the petitioner is under
sentence for any criminal offense, including any period during which
the petitioner is on court-imposed probation or parole. No petition
shall be considered while there is an accusation or petition to revoke
probation pending against the person. The board may deny, without
a hearing or argument, any petition filed pursuant to this section
within a period of two years from the effective date of the prior
decision following a hearing under this section.

(g) Nothing in this section shall be deemed to alter Sections 822
and 823.

SEC. 9. Section 2665 of the Business and Professions Code is
amended to read:

2665. Each diversion evaluation committee has the following
duties and responsibilities:

(a) The evaluation of physical therapists and physical therapist
assistants who request participation in the program and the
consideration of any recommendations from professional consultants
on the admission of applicants to the diversion program.

(b) The review and designation of treatment facilities to which
physical therapists and physical therapist assistants in the diversion
program may be referred.
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(c) The receipt and review of information concerning physical
therapists and physical therapist assistants participating in the
program.

(d) Calling meetings as necessary to consider the requests of
physical therapists and physical therapist assistants to participate in
the diversion program, to consider reports regarding participants in
the program, and to consider any other matters referred to it by the
board.

(e) The consideration of whether each participant in the
diversion program may with safety continue or resume the practice
of physical therapy.

(f) Setting forth in writing a treatment program for each
participant in the diversion program with requirements for
supervision and surveillance.

(g) Holding a general meeting at least twice a year, which shall be
open and public, to evaluate the diversion program’s progress, to
prepare reports to be submitted to the board, and to suggest
proposals for changes in the diversion program.

(h) For the purposes of Division 3.6 (commencing with Section
810) of Title 1 of the Government Code, any member of a diversion
evaluation committee shall be considered a public employee. No
board or diversion evaluation committee member, contractor, or
agent thereof, shall be liable for any civil damage because of acts or
omissions which may occur while acting in good faith in a program
established pursuant to this article.

SEC. 10. Section 2688 of the Business and Professions Code, as
added by Section 12 of Chapter 830 of the Statutes of 1996, is amended
to read:

2688. The amount of fees provided in connection with licenses or
approvals for the practice of physical therapy is as follows:

(a) The application fee for a physical therapist’s license shall be
established by the board at not more than seventy-five dollars ($75).
The application fee for an applicant under Section 2653 shall be
established by the committee at not more than one hundred
twenty-five dollars ($125).

(b) The examination and reexamination fees for the physical
therapist examination, physical therapist assistant examination, and
the examination to demonstrate knowledge of the rules and
regulations related to the practice of physical therapy shall be the
actual cost to the board of the development and writing of, or
purchase of the examination, and grading of each written
examination, plus the actual cost of administering each examination.

(c) The initial license fee for a physical therapist license shall be
fixed by the examining board at not more than one hundred fifty
dollars ($150).

(d) The renewal fee for a physical therapist license shall be fixed
by the examining board at not more than one hundred fifty dollars

($150).
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(e) A fee to be set by the board of not more than seventy-five
dollars ($75) shall be charged for each application for approval as a
physical therapist assistant.

(f) A fee to be set by the examining board of not more than one
hundred fifty dollars ($150) shall be charged for the issuance of and
for the renewal of each approval as a physical therapist assistant.

(g) Notwithstanding Section 163.5, the delinquency fee shall be 50
percent of the renewal fee in effect.

(h) The duplicate wall certificate fee shall not exceed twenty
dollars ($20). The duplicate renewal receipt fee shall not exceed
twenty dollars ($20).

(i) The endorsement or letter of good standing fee is thirty dollars
($30).

(j) The amount of any fee established by statute or by the board
pursuant to statutory authority that is in effect when this section
becomes operative on January 1, 1999, pursuant to subdivision (k),
shall remain in effect after that operative date, unless the board
establishes a fee amount that is less or greater than the previously
established fee amount as permitted by law.

(k) This section shall become operative on January 1, 1999.

SEC. 11. Section 2760.1 of the Business and Professions Code is
amended to read:

2760.1. (a) A registered nurse whose license has been revoked,
or suspended or who has been placed on probation may petition the
board for reinstatement or modification of penalty, including
reduction or termination of probation, after a period not less than the
following minimum periods has elapsed from the effective date of the
decision ordering that disciplinary action, or if the order of the board
or any portion of it is stayed by the board itself or by the superior
court, from the date the disciplinary action is actually implemented
in its entirety:

(1) Except as otherwise provided in this section, at least three
years for reinstatement of a license that was revoked, except that the
board may, in its sole discretion, specify in its order a lesser period of
time provided that the period shall be not less than one year.

(2) At least two years for early termination of a probation period
of three years or more.

(3) At least one year for modification of a condition, or
reinstatement of a license revoked for mental or physical illness, or
termination of probation of less than three years.

(b) The board shall give notice to the Attorney General of the
filing of the petition. The petitioner and the Attorney General shall
be given timely notice by letter of the time and place of the hearing
on the petition, and an opportunity to present both oral and
documentary evidence and argument to the board. The petitioner
shall at all times have the burden of proof to establish by clear and
convincing evidence that he or she is entitled to the relief sought in
the petition.
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(c) The hearing may be continued from time to time as the board
deems appropriate.

(d) The board itself shall hear the petition and the administrative
law judge shall prepare a written decision setting forth the reasons
supporting the decision.

(e) The board may grant or deny the petition, or may impose any
terms and conditions that it reasonably deems appropriate as a
condition of reinstatement or reduction of penalty.

(f) The petitioner shall provide a current set of fingerprints
accompanied by the necessary fingerprinting fee.

(g) No petition shall be considered while the petitioner is under
sentence for any criminal offense, including any period during which
the petitioner is on court-imposed probation or parole, or subject to
an order of registration pursuant to Section 290 of the Penal Code. No
petition shall be considered while there is an accusation or petition
to revoke probation pending against the petitioner.

(h) Except in those cases where the petitioner has been
disciplined for violation of Section 822, the board may in its discretion
deny without hearing or argument any petition that is filed pursuant
to this section within a period of two years from the effective date of
a prior decision following a hearing under this section.

SEC. 12. Section 2762 of the Business and Professions Code is
amended to read:

2762. In addition to other acts constituting unprofessional
conduct within the meaning of this chapter it is unprofessional
conduct for a person licensed under this chapter to do any of the
following:

(a) Obtain or possess in violation of law, or prescribe, or except as
directed by a licensed physician and surgeon, dentist, or podiatrist
administer to himself or herself, or furnish or administer to another,
any controlled substance as defined in Division 10 (commencing with
Section 11000) of the Health and Safety Code or any dangerous drug
or dangerous device as defined in Section 4022.

(b) Use any controlled substance as defined in Division 10
(commencing with Section 11000) of the Health and Safety Code, or
any dangerous drug or dangerous device as defined in Section 4022,
or alcoholic beverages, to an extent or in a manner dangerous or
injurious to himself or herself, any other person, or the public or to
the extent that such use impairs his or her ability to conduct with
safety to the public the practice authorized by his or her license.

(c) Be convicted of a criminal offense involving the prescription,
consumption, or self-administration of any of the substances
described in subdivisions (a) and (b) of this section, or the possession
of, or falsification of a record pertaining to, the substances described
in subdivision (a) of this section, in which event the record of the
conviction is conclusive evidence thereof.

(d) Be committed or confined by a court of competent jurisdiction
for intemperate use of or addiction to the use of any of the substances
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described in subdivisions (a) and (b) of this section, in which event
the court order of commitment or confinement is prima facie
evidence of such commitment or confinement.

(e) Falsify, or make grossly incorrect, grossly inconsistent, or
unintelligible entries in any hospital, patient, or other record
pertaining to the substances described in subdivision (a) of this
section.

SEC. 12.5. Section 2984 of the Business and Professions Code is
amended to read:

2984. Except as provided in Section 2985, a license which has
expired may be renewed at any time within three years after its
expiration on filing of application for renewal on a form prescribed
by the board and payment of the renewal fee in effect on the last
regular renewal date. If the license is renewed after its expiration, the
licensee, as a condition precedent to renewal, shall also pay the
prescribed delinquency fee, if any. Renewal under this section shall
be effective on the date on which the application is filed, on the date
on which the renewal fee is paid, or on the date on which the
delinquency fee, if any, is paid, whichever last occurs. If so renewed,
the license shall continue in effect through the expiration date
provided in Section 2982 which next occurs after the effective date
of the renewal, when it shall expire and become invalid if it is not
again renewed.

SEC. 13. Section 3452 of the Business and Professions Code is
amended to read:

3452. Except as otherwise provided in this chapter, an expired
license may be renewed at any time within three years after its
expiration on filing of an application for renewal on a form prescribed
by the committee, and payment of all accrued and unpaid renewal
fees. If the license is renewed after its expiration the licensee, as a
condition precedent to renewal, shall also pay the delinquency fee
prescribed by this chapter. Renewal under this section shall be
effective on the date on which the application is filed, on the date on
which the renewal fee is paid, or on the date on which the
delinquency fee, if any, is paid, whichever last occurs. If so renewed,
the license shall continue in effect through the date provided in
Section 3451 which next occurs after the effective date of the
renewal, when it shall expire if it is not again renewed.

SEC. 13.3. Section 6980.28 of the Business and Professions Code
is amended to read:

6980.28. A locksmith license not renewed within three years
following its expiration may not be renewed thereafter. Renewal of
the license within three years, or issuance of an original license
thereafter, shall be subject to payment of any and all fines assessed
by the chief or the director which are not pending appeal and all
other applicable fees.

SEC. 13.5. Section 7215.6 of the Business and Professions Code is
amended to read:
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7215.6. (a) In order to provide a procedure for the resolution of
disputes between guide dog users and guide dog schools relating to
the continued physical custody and use of a guide dog, in all cases
except those in which the dog user is the unconditional legal owner
of the dog, the following arbitration procedure shall be established
as a pilot project.

(b) This procedure establishes an arbitration panel for the
settlement of disputes between a guide dog user and a licensed guide
dog school regarding the continued use of a guide dog by the user in
all cases except those in which the dog user is the unconditional legal
owner of the dog. The disputes which may be subject to this
procedure concern differences between the user and school over
whether or not a guide dog should continue to be used, differences
between the user and school regarding the treatment of a dog by the
user, and differences over whether or not a user should continue to
have custody of a dog pending investigation of charges of abuse. It
specifically does not address issues such as admissions to schools,
training practices, or other issues relating to school standards.

(c) The licensed guide dog schools in California and the board
shall provide to guide dog users graduating from guide dog programs
in these schools a new avenue for the resolution of disputes which
involve continued use of a guide dog, or the actual physical custody
of a guide dog. Guide dog users who are dissatisfied with decisions of
schools regarding continued use of guide dogs may appeal to the
board to convene an arbitration panel composed of all of the
following:

(1) One person designated by the guide dog user.

(2) One person designated by the licensed guide dog school.

(3) A representative of the board who shall coordinate the
activities of the panel and serve as chair.

(d) If the guide dog user or guide dog school wishes to utilize the
arbitration panel, this must be stated in writing to the board. The
findings and decision of the arbitration panel shall be final and
binding.

(e) A licensed guide dog school which fails to comply with any
provision of this section shall automatically be subject to a penalty of
two hundred fifty dollars ($250) per day for each day in which a
violation occurs. The penalty shall be paid to the board. The license
of a guide dog school shall not be renewed until all penalties have
been paid.

The fine shall be assessed without advance hearing, but the
licensee may apply to the board for a hearing on the issue of whether
the fine should be modified or set aside. This application shall be in
writing and shall be received by the board within 30 days after service
of notice of the fine. Upon receipt of this written request, the board
shall set the matter for hearing within 60 days.

(f) As a general rule, custody of the guide dog shall remain with
the guide dog user pending a resolution by the arbitration panel. In
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circumstances where the immediate health and safety of the guide
dog user or guide dog is threatened, the licensed school may take
custody of the dog at once. However, if the dog is removed from the
user’s custody without the wuser’s concurrence, the school shall
provide to the board the evidence which caused this action to be
taken at once and without fail; and within five calendar days a special
committee of two members of the board shall make a determination
regarding custody of the dog pending hearing by the arbitration
panel.

(g) The arbitration panel shall decide the best means to
determine final resolution in each case. This shall include, but is not
limited to, a hearing of the matter before the arbitration panel at the
request of either party to the dispute, an opportunity for each party
in the dispute to make presentations before the arbitration panel,
examination of the written record, or any other inquiry as will best
reveal the facts of the disputes. In any case, the panel shall make its
findings and complete its examination within 45 calendar days of the
date of filing the request for arbitration, and a decision shall be
rendered within 10 calendar days of the examination.

All arbitration hearings shall be held at sites convenient to the
parties and with a view to minimizing costs. Each party to the
arbitration shall bear its own costs, except that the arbitration panel,
by unanimous agreement, may modify this arrangement.

(h) The board may study the effectiveness of the arbitration panel
pilot project in expediting resolution and reducing conflict in
disputes between guide dog users and guide dog schools and may
share its findings with the Legislature upon request.

(i) This section shall cease to be operative on July 1, 2002, and as
of January 1, 2003, is repealed, unless a later enacted statute, which
is enacted before January 1, 2003, deletes or extends that date.

SEC. 14. Section 7410 of the Business and Professions Code is
amended to read:

7410. Persons to whom a notice of violation or a citation is issued
and an administrative fine assessed may appeal the citation to a
disciplinary review committee established by regulation by the
director. All appeals shall be submitted in writing to the program
within 30 days of the date the citation was issued. Appeals of citations
that are not submitted in a timely manner shall be rejected.

After a timely appeal has been filed with the program, the
administrative fine, if any, shall be stayed until the appeal has been
adjudicated.

Persons appealing a citation, or their appointed representatives,
shall appear in person before the disciplinary review committee. The
appellant may present written or oral evidence relating to the facts
and circumstances relating to the citation that was issued. Following
an appeal before a disciplinary review committee, the disciplinary
review committee shall issue a decision, based on findings of fact,
which may affirm, reduce, dismiss, or alter any charges filed in the
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citation. In no event shall the administrative fine be increased. The
appellant shall be provided with a written copy of the disciplinary
review committee’s decision relating to the appeal.

SEC. 15. Section 7411 of the Business and Professions Code is
amended to read:

7411. Persons receiving a decision from a disciplinary review
committee may appeal the decision by filing a written request, within
30 days after receipt of the decision, to the program administrator.
Following a hearing to appeal the decision of a disciplinary review
committee, the director shall thereafter issue a decision, based on
findings of fact, affirming, modifying or vacating the citation or
penalty, or directing other appropriate relief. In no event shall the
administrative fine be increased. The hearing to contest the decision
of a disciplinary review committee shall be conducted in accordance
with Chapter 5 (commencing with Section 11500) of Part 1 of
Division 3 of Title 2 of the Government Code, and the director shall
have all powers granted therein.

SEC. 16. Section 7412 of the Business and Professions Code is
repealed.

SEC. 17. Section 7413 of the Business and Professions Code is
amended to read:

7413. Appeals of citations not filed in a timely manner or failure
of the appellant or the appellant’s representative to appear before
the disciplinary review committee at the appointed time except
when good cause is shown, shall cause the citation to become final and
there shall be no administrative appeal except as otherwise provided
by law.

SEC. 17.5. Section 7417 of the Business and Professions Code is
amended to read:

7417. Except as otherwise provided in this article, a license that
has expired for failure of the licensee to renew within the time fixed
by this article may be renewed at any time within five years following
its expiration upon application and payment of all accrued and
unpaid renewal fees and delinquency fees. If the license is renewed
after its expiration, the licensee, as a condition precedent to renewal,
shall also pay the delinquency fee and meet current continuing
education requirements, if applicable, prescribed by this chapter.
Renewal under this section shall be effective on the date on which
the application is filed, or on the date on which the accrued renewal
fees are paid, or on the date on which the delinquency fee, if any, is
paid, whichever occurs last. If so renewed, the license shall continue
in effect through the expiration date provided in this article which
next occurs following the effective date of the renewal, when it shall
expire if it is not again renewed.

SEC. 18. Section 7431.5 of the Business and Professions Code is
repealed.

SEC. 18.1. Section 7503.14 of the Business and Professions Code
is amended to read:
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7503.14. A repossession agency license which is not renewed
within three years after its expiration may not be renewed, restored,
reinstated, or reissued thereafter.

The holder of the repossession agency license may obtain a new
license only upon compliance with all of the provisions of this chapter
relating to the issuance of an original license.

SEC. 18.2. Section 7558.5 of the Business and Professions Code is
amended to read:

7558.5. Except as otherwise provided in this article, an expired
license or branch office certificate may be renewed at any time
within three years after its expiration on filing of application for
renewal on a form prescribed by the director, and payment of the
renewal fee in effect on the last preceding regular renewal date. If
the license or certificate is renewed more than 30 days after its
expiration, the licensee, as a condition precedent to renewal, shall
also pay the delinquency fee prescribed in this chapter. Renewal
under this section shall be effective on the date on which the
application is filed, on the date on which the renewal fee is paid, or
on the date on which the delinquency fee, if any, is paid, whichever
last occurs. If so renewed, the license or certificate shall continue in
effect through the date provided in Section 7558 which next occurs
after the effective date of the renewal, when it shall expire if it is not
again renewed.

Renewal of a license or certificate shall not prohibit the bringing
of disciplinary proceedings for an act committed before the effective
date of the renewal.

SEC. 18.3. Section 7560 of the Business and Professions Code is
amended to read:

7560. A license or branch office certificate which is not renewed
within three years after its expiration may not be renewed, restored,
reinstated, or reissued thereafter.

The holder of the license or certificate may obtain a new license
or certificate only on compliance with all of the provisions of this
chapter relating to the issuance of an original license or certificate.

SEC. 18.5. Section 7582.26 of the Business and Professions Code
is amended to read:

7582.26. (a) Any licensee or officer, director, partner, or
manager of a licensee may divulge to any law enforcement officer or
district attorney, or his or her representative, any information he or
she may acquire as to any criminal offense, but he or she shall not
divulge to any other person, except as he or she may be required by
law so to do, any information acquired by him or her except at the
direction of the employer or client for whom the information was
obtained.

(b) No licensee or officer, director, partner, manager, or
employee of a licensee shall knowingly make any false report to his
or her employer or client for whom information was being obtained.
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(c) No written report shall be submitted to a client except by the
licensee, qualifying manager, or a person authorized by one or either
of them, and the person submitting the report shall exercise diligence
in ascertaining whether or not the facts and information in the report
are true and correct.

(d) No licensee, or officer, director, partner, manager, or
employee of a licensee, shall use a title, or wear a uniform, or use an
insignia, or use an identification card, or make any statement with the
intent to give an impression that he or she is connected in any way
with the federal government, a state government, or any political
subdivision of a state government.

(e) No licensee, or officer, director, partner, manager, or
employee of a licensee, shall enter any private building or portion
thereof, except premises commonly accessible to the public, without
the consent of the owner or of the person in legal possession thereof.

(f) No private patrol licensee, or officer, director, partner,
manager, or employee of a private patrol licensee shall use or wear
a badge, except while engaged in guard or patrol work and while
wearing a distinctive uniform. A private patrol licensee, or officer,
director, partner, manager, or employee of a private patrol licensee
wearing a distinctive uniform shall wear a patch on each shoulder of
his or her uniform that reads “private security” and that includes the
name of the private patrol company by which the person is employed
or for which the person is a representative and a badge or cloth patch
on the upper left breast of the uniform. All patches and badges worn
on a distinctive uniform shall be of a standard design approved by the
director and shall be clearly visible.

(g) No licensee shall permit an employee or agent in his or her
own name to advertise, engage clients, furnish reports or present bills
to clients, or in any manner whatever conduct business for which a
license is required under this chapter. All business of the licensee
shall be conducted in the name of and under the control of the
licensee.

(h) No licensee shall use a fictitious name in connection with the
official activities of the licensee’s business.

(i) No private patrol operator licensee or officer, director,
partner, or manager of a private patrol operator licensee, or person
required to be registered as a security guard pursuant to this chapter
shall use or wear a baton or exposed firearm as authorized by this
chapter unless he or she is wearing a uniform which complies with
the requirements of Section 7582.27.

SEC. 18.6. Section 7585.20 of the Business and Professions Code
is amended to read:

7585.20. (a) A firearms training facility certificate, a firearms
training instructor certificate, a baton training facility certificate, or
a baton training instructor certificate which expires on or after
January 1, 1985, shall be placed on a cyclical renewal and shall expire
two years following the date of issuance or assigned renewal date. In
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order to implement the cyclical renewal, the population of licensees
mentioned in this section shall be divided into 24 equal groups, the
licenses of each group to expire on the last day of each successive
month. Notwithstanding any other provision of law, the bureau shall
have authority to extend or shorten the first term of licensure
following January 1, 1985, and to prorate the required license fee in
order to implement this cyclical renewal. To renew an unexpired
certificate, the certificate holder shall apply for renewal on a form
prescribed by the director and pay the renewal fee prescribed by this
chapter.

(b) If renewal is granted, evidence of renewal of the certificate
that the director may prescribe shall be issued to the certificate
holder.

(c) In the event the certificate holder fails to renew his or her
training facility certificate, the certificate shall be automatically
canceled, but may be reinstated within three years of the date of
cancellation upon application for reinstatement and upon the
payment of the reinstatement fee provided by this chapter. In the
event the certificate holder fails to renew his or her training
instructor certificate, the certificate shall be automatically canceled,
but may be reinstated within 30 days of the date of cancellation upon
appl